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FOREWORD 


As a theory, a social movement and a socio-economic system 
socialism represents a major achievement of mankind, and its in- 
ternational influence, prestige and attraction are continually grow- 
ing. Socialism has supporters and active followers in all countries. 
At the same time, it has opponents who would like to reverse or 
at least stop the inexorable wheel of history. Yet, a large majori- 
ty of people would like to understand the essence and various as- 
pects of socialism, so as to determine their attitude towards it. 

People show particular interest in the socio-economic and po- 
litical system of existing socialism, which has become established 
in a large group of countries occupying over a quarter of the 
globe. Almost one-third of the earth's population live in socialist 
countries, which produce over 40 per cent of all the world’s 
industrial output, including 57 per cent of the coal, 35 per cent 
of the steel, 46 per cent of cotton fabrics and 44 per cent of 
woollen cloths, and harvest 39 per cent of the world’s grain, 67 
per cent of potato and 41 per cent of cotton crops. 

Among socialist countries, the Soviet Union, which for a long 
time was and still remains a model of socio-economic transfor- 
mation and a pioneer in reconstructing the lives of many mil- 
lions of people on new, socialist principles, has had the most ex- 
perience in building socialism. During the sixty years that have 
elapsed since the victory of the 1917 October Revolution in 
Russia, the USSR has emerged from an initial period of back- 
wardness and ruin to attain the heights of economic, social, 
scientific and technological progress. Today, socialism in the 
USSR has reached a developed, mature stage, and its achieve- 
ments have found legal confirmation in the new Constitution of 
the USSR adopted on October 7, 1977. 
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‘The essence of socialism would hardly be understandable 
without studying the Soviet experience. Hence, anyone serious- 
ly interested in the theory and practice of socialism should care- 
fully examine the Soviet economic and political system, as well 
as Soviet history, culture and way of life. 

The economy, which in the final analysis is the principal field 
of all public activity, the basis of social and intellectual prog- 
ress, constitutes the foundation and material base of socialism. 
The economy of socialism, or its economic system, represents a 
complex and diversified organism, and it is hardly possible to 
even enumerate all its major aspects. What is needed instead is 
a comprehensive, consistent and purposeful analysis. But before 
turning to this, I would like from the very outset to emphasise 
that a study of the economic system of socialism is essentially 
the key to understanding its nature and motive powers, its struc- 
ture and developmental regularities. 

The socialist economic system of each country is characterised 
by specific features depending on the history, cultural tra- 
dition, geographic position, and many other factors characteris- 
tic of the particular socialist country. But despite all the mul- 
tiplicity of concrete organisational forms of a nation’s economic 
(and also social, political and spiritual) life, the economic sys- 
tem of socialism possesses a basically unified and common nature 
in all socialist countries. This is quite natural, since the com: 
mon features and laws of socialism constitute its generic charac- 
teristic, while the national features—a specific distinction. 

This book describes the economic system of socialism, prima- 
rily its general aspects. I have focussed attention on analysing the 
historical experience and socialist practice of the USSR as em- 
bodied in the new 1977 Soviet Constitution. The book is intend- 
ed for the general reader who sincerely wishes to understand 
the essence of the economic system of socialism. I wish him all 
the best in coping with a highly specialised topic which he ap- 
parently knows very little about and I sincerely hope he will 
persevere in reading the book to the end. 


Moscow, 


March 1978 L. I, Abalkin 


CHAPTER ONE 


THE FOUNDATIONS OF THE ECONOMIC 
SYSTEM OF SOCIALISM 


The economis system of socialism has a complex, multifacet- 
ed structure and content and can manifest itself in many ways. 
In order to obtain a better understanding of all the economic 
processes and phenomena in a socialist society, one should be- 
gin by elucidating their intrinsic essence, their foundation. 

Throughout history, human thought has always desired to pen- 
etrate innermost mysteries of life, reveal its ulterior motives and 
comprehend the essence of things. Thus Goethe’s Faust, the per- 
sonification of the inquisitive mind, strove to comprehend the 
“nner relationship of the universe” and perceive “all reality in 
its essence”. But reality and its essence are deeply hidden beneath 
a veil of outward appearance and are not readily accessible 
to the human mind. 

The smoking chimneys of factories and plants, the endless move- 
ment of assembly lines, shop windows and bank signs are only 
external forms, behind which property, the deep-lying founda- 
tion of economic life, is concealed. And what I mean in this 
case is not simply property as such, but ownership of the means 
of production, i.e. machines and equipment, land and railways, 
petroleum and coal. If a man has a nice suit or fashionable hat, 
the latest tape-recorder or automobile model, this could make 
someone envious. However, ownership of such things (consumer 
goods) does not give one man power over another; neither does 
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it predetermine human equality or inequality, which are both 
essentially predetermined by the character of the ownership of 
the means of production. 

It is namely the nature of the ownership of the means of pro- 
duction which determines for what purpose production is devel- 
oped in a given social system. Ownership of the means of pro- 
duction which determines the social structure of society, the in- 
terests of different social strata and groups and the nature of 
their relationships, ownership of the means of production which 
reveals the inner mainspring and motivation for people’s behav- 
iour, ultimately causing them to act in various ways. 

It would seem reasonable, therefore, to begin an analysis of 
the economic system of socialism by elucidating its foundation, 
namely, socialist ownership of the means of production. 


1. THE HOLY OF HOLIES 


Let us begin with the question of what property or ownership 
is, a question human thought had been struggling with for sev- 
eral millennia although at first sight it does not seem hard to 
answer. Property is machines, tools, factories, mines, banks, ships, 
automobiles, cattle, houses, food, clothes, and of course, money. 
Yet, no matter how long the list, it nonetheless does not bring 
us any closer to providing an answer to the question of what 
property is. What then is property? Things? But a thing does 
not change in any way when it passes from one owner to anoth- 
er. Hence, property does not necessarily imply things. Perhaps 
property is embodied in human attitudes towards things? But, 
my attitude to food consists in the fact that I eat it, and my at- 
titude to tools — that I use them. So neither can consumption nor 
utilisation be termed ownership. 

Property is, in effect, the relations that arise among men in 
connection with appropriation of various things. Things per se 
are not property, but simply its material foundation or the object 
apropos of which relevant human relationships develop. 

There is a story of how long ago, when mankind had just ap- 
peared on earth, a man fenced in a land plot and said “this is 
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mine” thus allegedly laying the foundations of property. It is 
not worth arguing whether this really happened. What is im- 
portant is that by calling the land plot his own, the man 
showed his attitude towards other people, a relationship apropos 
of his having appropriated the plot. Hence, the human relations 
that form around things constitute ownership, not the things 
themselves. These relations are given legal confirmation to be- 
come law, and then we speak of the right of property. 

As a form of social relations, property has always existed and 
will prevail forever. All suggestions to eliminate property are un- 
realistic and fanciful. When Communists were accused of want- 
ing to liquidate property, they replied that it was not property 
that they wanted to eliminate, but simply its bourgeois form 
which allows some to live by exploiting others. 

The history of human society shows that one form or type of 
ownership was succeeded by another, but that ownership itself 
had always existed, and the substitution of one form of owner- 
ship by another was by no means a smooth and peaceful pro- 
cess. Ownership of the means of production, including land, was 
always an object of irreconcilable struggle, a source of wars and 
colonial seizures. No class has ever yielded its right to own land, 
factories and implements of production without a struggle. Marx- 
ism-Leninism defines classes as large groups of people distin- 
guished according to the position they occupy in the system of 
social production, to their relationship to the means of produc- 
tion and their role in social organisation of labour. Accordingly, 
classes are also distinguished by how and in what amounts they 
receive their portion of the public wealth. The principal classes 
in antagonistic social formations are slaves and slaveowners, 
serfs and feudal lords, proletarians and bourgeois. Due to the fact 
that under socialism there are two forms of ownership of the 
means of production, society consists of two friendly classes of 
working people, namely, the working class and the collective farm 
peasantry. 

It is not the task of the present work to analyse the history of 
the struggle around the ownership of the means of production, 
which abounds in complex, dramatic and highly instructive 
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events and is a subject for a special research. I would only like 
to emphasise that ownership of the means of production in any 
society constitutes the foundation of its economic system and is 
its holy of holies. There is a saying: “he who pays the money, 
calls the tune”. With reference to my subject this could be in- 
terpreted as follows: “he who is owner of the means of produc- 
tion is the true master of life”, and it is his will that ultimately 
determines the entire social structure, the “tune” that charac- 
terises its political, social and spiritual life. 

Ownership of the means of production is what primarily de- 
termines the essence of the economic system of a given society. 
It characterises the relationships between the owner and the di- 
rect producer and shows whether or not exploitation of man by 
man is in evidence. The nature of ownership determines wheth- 
er spontaneous laws of competition or the necessity for planned 
control of social production will predomine, as well as the 
possibilities and limits of control over economic processes and 
the character of distribution of material and spiritual values. In 
other words, the entire multiplicity of a society’s economic life 
is to a decisive extent dependent on the type or form of owner- 
ship of the means of production. 

The conclusion is very simple: in order to comprehend the 
economic system of a given society, one should come to under- 
stand its foundation, i.e. the character of the dominant owner- 
ship of the means of production. When one gets to know this, 
everything becomes clear and fits into place. If, however, we 
ignore this foundation, we lack a solid basis for understanding 
the entire varied and complex picture of a given economic sys- 
tem. 

I should like to make one more preliminary point: not infreq- 
uently a considerable effort is made to conceal the true foun- 
dation of all economic and social life. Leaving aside ulterior 
motives, I only want to stress that without analysing the essence 
of ownership of the means of production the investigator of 
an economic system is doomed to wander in darkness and lose 
the Ariadne thread that might help him escape from the laby- 
rinth of wrong steps and contradictions. It is highly character- 
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istic that the ideologists and defenders of private property do 
all they can to mask its determining role. At the same time, ad- 
herents of public ownership of the means of production honestly 
and openly recognise it as the dominant force in social develop- 
iment. 

Public ownership of the means of production is regarded as 
the foundation of the economic system of all socialist countries. 
The 1977 Constitution of the USSR contains an article special- 
ly devoted to the subject: 

“Article 10. The foundation of the economic system of the 
USSR is socialist ownership of the means of production in the 
form of state property (belonging to all the people) and collec- 
tive farm-and-co-operative property. 

“Socialist ownership also embraces the property of trade un- 
ions and other public organisations which they require to carry 
out their purposes under their rules. 

“The state protects socialist property and provides conditions 
for its growth. 

“No one has the right to use socialist property for personal 
gain or other selfish ends.” 

Prior to examining socialist property in greater detail, I should 
like to make a very specific point: from the very outset I empha- 
sised that we are dealing not with ownership in general, but with 
ownership of the means of production. However, one must bear 
in mind that there are also other types of ownership, for instance 
ownership of all kinds of consumer goods, e.g. food products 
and clothing, furniture and household utensils, books and recrea- 
tion articles (musical instruments, ‘TV sets, tape recorders, etc.), 
housing and cars, and other items. Under socialism, all these 
consumer goods are personally owned by Soviet citizens. (Natur- 
ally this is true from the moment these consumer goods have 
been obtained as personal property, since before then, i.e. dur- 
ing production and marketing they are public property.) At- 
tempts to represent socialism as the common ownership of every- 
thing, including items of personal use, and to make believe 
that people virtually sleep in the same bed are only malicious 
concoctions and aspersions. 
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Under socialism, personal property is a derivative of public 
property, and this again shows the leading role of the latter At 
the end of this chapter, I shall discuss personal property. 


2. THE ORIGINS AND ESSENCE 
OF SOCIALIST OWNERSHIP 


Socialist ownership of the means of production is the concen- 
trated expression or material embodiment of the working energy 
of several generations of workers, peasants and intellectuals. It 
is ownership based on labour and belongs to those who work. 
This proposition is of basic importance in understanding the na- 
ture, character and origin of public ownership of the means of 
production, and should, therefore, be dwelt upon exhaustively. 

The basic production assets in an economy, viz. machine-tools 
and machines, various equipment and factory buildings, railways 
and ships, land, agricultural machines, cattle, etc. are the material 
embodiments of public ownership of the means of production. 
During sixty years of Soviet power, from 1917 to 1977, they in- 
creased thirty-seven times. Hence, if we were to assume that prior 
to the October Revolution in Russia all of the principal assets 
were privately owned by capitalists and landlords, their share in 
the socialist property of today would be less than 3 per cent, a 
highly insignificant amount. Thus, the predominant share of the 
means of production in the USSR derives from the energy of 
labour freed from exploitation. 

What about the 3 per cent that had formerly belonged to the 
Russian imperial family and Russian (or foreign) manufactur- 
ers and factory owners? The question now arises of the legal 
basis for the expropriation of private property, albeit its speci- 
fic weight was rather low. A legend exists that capitalist private 
property originates from the thrift, industry and temperance of 
the distant forefathers of the modern bourgeois. I will not re- 
pudiate this legend, even though the true history of the initial ac- 
cumulation of private property is far from such an idyllic picture. 
The private property of an individual or a family may have very 
diverse origins: it may have been inherited, or found as treasure, 
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or acquired through piracy or even “noble” usury. It may also 
have been the result of the hard work of several generations of 
farmers or craftsmen. 

Let us not go into details and family chronicles, but start 
out from the fact that property originated and continues to 
exist today in the form of a definite sum of accumulated money 
which can be used in a variety of ways. Thus, one could build 
a pleasure-yacht and experience the joys of near and distant 
travels. If the yacht does not serve commercial purposes it is 
only a consumer item. In thirty to fifty years, and possibly even 
sooner, it will have become dilapidated and unfit for use. Then 
one could, of course, replace it by another yacht, but this would 
require new funds to be acquired in some way. However, this is 
another question, since a family pleasure-yacht would by itself 
bring no income to the owner. 

Instead of building a yacht, one could buy a small factory, 
hire several workers and begin production. In this case, money 
would be invested in “business” and used for obtaining means 
of production. And after a lapse of say thirty or fifty years we 
would witness a minor miracle: the factory building will have 
become dilapidated and the equipment unfit for use. But the fac- 
tory itself would not: on the contrary it would continue to grow 
and expand, production would rise and the number of hands in- 
crease. It would thus appear that a perpetuum mobile had been 
invented whereby money itself would reproduce money. But why 
did this not happen after building the yacht? Besides, science 
has proved that there can be no perpetuum mobile and every 
miracle has its prosaic explanation. 

It was Karl Marx who discovered and explained the secret 
of self-reproduction of capital. In brief, the essence of his dis- 
covery is as follows. In the course of production the wage 
worker's labour creates a new value, part of which he receives 
in the form of wages, which he uses to renew his labour power 
and to support his family. Yet, this newly created value contains 
what is called surplus value, which the owner of the means of 
production appropriates. Now let us for a moment suppose that 
the owner himself also works, say as managing director, some- 
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thing that was rather common in the early days of capitalism. 
This would mean that he would be earning money for himself 
and his family by his own labour. But then in order to maintain 
and expand the depreciating means of production he would 
have to constantly invest new capital, and that same surplus 
value created by the labour of wage workers would be the source 
of this capital. 

Let us assume that annually the basic capital would be re- 
newed and increased by only 2 per cent. Then in fifty years it 
would nevertheless fully constitute unpaid labour, and this ir- 
respective of how and from where it was obtained initially. When 
in the course of a socialist revolution the working class together 
with other sections of the working people nationalises the means 
of production it expropriates not the property of others but so- 
mething that it had created by its own labour and should, there- 
fore, rightfully own. 

Consequently, the basic production assets which were nation- 
alised in Russia in 1917 are the property of the working people, 
since socialist ownership of the means of production is essentially 
the material embodiment of the labour of workers and peasants. 

Socialist ownership of the means of production initially arises 
through nationalisation of capitalist private property or through 
voluntary unification of the means of production of smali man- 
ufacturers in towns and villages. The second way leads to the 
formation of co-operative property and will be discussed below. 
As for socialist nationalisation, it is not “plunder”’, as the defenders 
of “sacred and inviolable” private property would have it, but 
simply a return to the legitimate owners of what justly belongs 
to them. 

The age-old ideal and dream of many generations of fighters 
is realised in socialist ownership. The slogans “All Land to Those 
Who Till It!’ “He Who Works Is Master!”, which were pro- 
claimed in the course of this struggle, anticipated the ideas of 
scientific communism which, based on historical practice and 
strictly logical arguments, justified the necessity of replacing 
private capitalist ownership of the means of production by pub- 
lic socialist ownership. 
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Nationalisation may take various forms, from transfer without 
compensation to full or partial redemption. It all depends on 
concrete conditions. Transfer without compensation was a pre- 
dominant practice in the USSR, since the bourgeoisie waged an 
armed struggle against the young Soviet Republic and did every- 
thing it could to sabotage all its measures. In other socialist 
countries, however, nationalisation of property involved various 
transitional forms, including redemption. Only the property of 
supporters of fascism and of national traitors was confiscated 
unconditionally. On the other hand, if a former factory owner 
showed a desire to co-operate with the new, people’s govern- 
ment, his professional knowledge and organisational experience, 
if any, were highly appreciated. He may have even remained 
as director or chief engineer of his former enterprise and re- 
ceived quite a high salary. 

There is yet another explanation which is very important for 
understanding the essence of the problem. Marxism-Leninism 
speaks of abolishing exploiter classes and eliminating the class 
of private owners of means of production. The ideologists of the 
big bourgeoisie attempt to depict this as a threat of physical 
violence; they do that in order to intimidate the man in the 
street and to fill him with horror of socialism. But this is an ab- 
surd invention based on gross distortion of the essence of revo- 
lutionary theory. The demand to abolish exploiter classes does 
not in the least imply physical violence or annihilation, but con- 
notes only expropriating the means of production from the priv- 
ileged minority and passing them into the possession of the 
people. In this way the former owner of the means of production 
is no longer so, and hence ceases to be an exploiter. Having been 
deprived of the means of production, he must work and conseq- 
uently, like all members of society, earn his bread by his own 
labour. Only this and no other meaning is implied by the de- 
mand to abolish private property and exploiter classes. As for 
small, predominantly labour-acquired private property, its trans- 
formation into socialist property will, as I have already men- 
tioned, be discussed a little later. 

The necessity of replacing private ownership of the means 
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of production by public ownership is conditioned by the very nature 
of the socio-economic progress of human society and is the result 
of its historical development. In its time capitalism, having broken 
the fetters of feudalism, was a powerful accelerator of so- 
cial progress. This is an undeniable fact. Capitalism brought to 
life giant productive forces, developed science and engineering 
and initiated the scientific organisation of labour and rational 
production methods. Capitalism brought together hundreds and 
thousands of people at modern plants and factories and connected 
diverse types of production by strong links involving divi- 
sion of labour and specialisation. As a result, production became 
truly social in character. 

Today, no one can assert that he alone had made a given 
product. Take, for instance, a simple copy-book manufactured 
at a stationery plant, for which raw materials were supplied by 
a pulp-and-paper mill and equipment by a machine-building plant, 
both of which had in turn received raw materials and machines 
from other enterprises, etc. The manufacture of the copy-book, 
moreover, involved railwaymen who transported the necessary 
raw materials, designers who developed the needed technology 
and equipment, and instructors who trained the required person- 
nel. In other words, the copy-book was a product of joint so- 
cialised labour. 

But despite the fact that production became increasingly so- 
cial in nature, the appropriation of its end results (property) 
remained private. Ownership of capital was chiefly concentrated 
in the hands of small élite group of financial bigwigs, the actual 
“masters of life”. Because of this, one of the deepest contradic- 
tions of capitalism arose and became acute, the contradiction 
between the social nature of production and the private capital- 
ist form of appropriation, the contradiction that constantly 
bursts out into crises which shake to the foundations the capi- 
talist system, mass unemployment which is an indictment against 
a system incapable of providing work for a huge army of labour 
force and an unrestrained arms race which is in conflict with 
the humane objectives of civilisation. 

Yet, this profound contradiction cannot exist forever. Sooner 
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or later the method of appropriating material goods and utilising 
the huge and constantly developing means of production must 
be brought into conformity with the social nature of produc- 
tion. It is hard to say when this will happen, but there can be 
no doubt that the above contradiction, standing in the way of 
social progress, will eventually be eliminated, and the Marxist 
tenet that private ownership of the means of production will in- 
evitably be replaced by public socialist ownership is based precise- 
ly on such an understanding of historical necessity. 

Over a hundred years have elapsed since this conclusion was 
first reached. Today it is no longer a hypothesis; it is not only 
a scientifically proved tenet, but the actual practice of a large 
group of socialist countries. 

An important distinctive feature of public ownership of the 
means of production is that it is the common property of all the 
people of a given country, its working class, peasantry and in- 
tellectuals. ‘The very process of socialising production, merging 
its diversified processes into a single social process and forming 
a single integral economic organism require the establishment 
of common public ownership. Hence, the abolition of private 
property cannot be understood as simple transfer of factories, 
plants and mines into the hands of the employees. This would 
be a naive and highly primitive conception of public ownership. 

True, under socialism there is co-operative ownership, when 
the collective of a given enterprise are the owners of the means 
of production. However, to begin with, this form of ownership 
originates in the merging of small-scale private property, not 
through transfer of a large enterprise into the hands of a col- 
lective. In this case, co-operation is essentially a means of transi- 
tion from small-scale to large-scale modern production. Secondly, 
co-operative ownership existed in very different historical periods 
and is, therefore, not characteristic of the specific features of 
this or that social system. In its socio-economic respect, it is of 
a derivative character and depends on the existing dominant 
form of ownership. Under socialism, co-operative ownership 
acquires a new, socialist content based on popular government 
and the dominant position of public socialist property. 
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Thus, in order to elucidate the essence of socialist ownership 
of the means of production, one must essentially understand its 
public character. Liquidation of private property puts an end 
to the possibility of acquiring unearned income, and labour be- 
comes the sole means of subsistence and the sole criterion for 
determining a man’s position in society. This is the meaning of 
equality under socialism. A slightly deeper examination of the 
problem shows that economic equality, understood as equal rela- 
tionship to the means of production, also manifests itself in the 
political sphere: equality before the law, equal suffrage and 
equality of all social strata, groups, nations and peoples. But in 
our case we are concerned with economics, which has its own 
problems requiring correct comprehension. Equality and 
equalisation are two words that are very much alike in 
sound and meaning, but are basically different in the 
theory and practice of socialism. 

In the economic sense, equality implies equal opportunities, 
whereas equalisation represents equality of final results, primi- 
tive equal distribution of material and spiritual values or distri- 
bution “per mouth”, as people sometimes say. Under socialism, 
all people are put in the same position without class distinctions 
or those based on possession of capital. As a matter of fact, 
under socialism there is no such thing as capital in the politico- 
economic sense of the word, i.e. property permitting one person 
to live by appropriating the results of another’s labour. Further- 
more, equality of conditions is not limited to proclaiming equal 
rights, but involves vast social gains, such as universal free sec- 
ondary education, free medical care for all who need it, pen- 
sions for the aged and invalids, a system of benefits for large fam- 
ilies, etc. This equalises conditions that may have arisen on ac- 
count of different size of families and the state of people’s health. 

Such equality, however, does not lead to equalisation. The 
final results of labour which any given person will obtain and 
the amount of material and spiritual values he will enjoy to a 
decisive measure depend upon himself, ie. upon his labour. This 
is the source of the differentiation of the final results and the 
powerful work incentives which socialism not only does not be- 
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little, but on the contrary, encourages and promotes, making la- 
bour the sole criterion of public welfare and individual develop- 
ment. 

Human solidarity, the development of comradeship and _ so- 
cialist mutual aid are the basically new aspects that public 
ownership of the means of production introduces in society. The 
people become the sole masters of all public wealth, the masters 
of their country. As a result, it becomes possible to manage the 
economy as a single organism, to achieve balanced distribution of 
resources among different branches of industry and various 
economic regions and to eliminate economic crises and unem- 
ployment (in a society where all people work, unemployment 
is impossible both in theory and practice). 

A planned economy is a concrete manifestation of public 
ownership of the means of production and the foundation upon 
which a number of major social issues of historical significance 
have been resolved. It is an important and undeniable fact that 
during the entire history of a planned economy in the USSR 
there has not been a single year (with the exception of the 
years of the Great Patriotic War of 1941-1945, with the terrible 
devastation caused by nazi Germany) when the volume of in- 
dustrial output has either been reduced or remained at the same 
level. 

The Soviet Union, in many respects a backward country in 
the past, has risen to the height of economic, scientific, techno- 
logical and social progress. Today, the USSR ranks first in the 
world in output of coal, petroleum, steel, cement, mineral fer- 
tilisers, tractors (in terms of total engine capacity), diesel and 
main-line electric locomotives, leather footwear and woollen 
fabrics, and it holds a definite lead over the United States in 
economic growth rates (see Table 1). 


The successes in economic development achieved by other so- 
cialist countries are no less impressive. The figures in Table 2 are 
just a small illustration of the comparative growth rates of per 
capita national income, a very important indicator of economic 
development, in five socialist and five capitalist countries. 

Naturally, the socialist countries also have their own problems, 
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Table 1* 


Average Annual Growth Rates of Basic Indicators of Economic 
Development in the USSR and the USA Between 1951-1976 


(per cent) 


Indicators 


National income 
Industrial output 
Agricultural output : 
Productivity of social labour 


* The following sources were used in Table 1 and the other tables that follow: 
National Economy of the USSR During 60 Years. Jubilee Statistical Yearbook, Sta- 
tistika Publishers, Moscow, 1977; USSR in Figures 1977. A Concise Statistical Collec- 
tion, Statistika Publishers, Moscow, 1978; On the Results of Fulfilment of the State 
Plan for Development of the National Economy of the USSR in 1977. Report of USSR 
Central Statistical Board, Pravda, January 28, 1978 (all in Russian). 


of which we shall speak further on. Nevertheless, one cannot 
deny the actual facts and, as demonstrated by the figures cited 
above, the considerable achievements of the socialist economic 
system, which indicate the advantages of socialism based on 
public ownership of the means of production and on a planned 
economy. 

Public ownership of the means of production eliminates the 
irreconcilable antagonism of class interests. Bellum omnium 
contra omnes, and savage hatred based on the principle homo 
homini lupus est are becoming things of the past; the philistine 
maxim “nothing outside my self interest is of my concern” is 
also dying out, albeit more slowly. Under socialism, the econom- 
ic interests of the whole of society, a body of workers and 
every individual worker coincide. A society in which social an- 
tagonisms have been eliminated and personal happiness is not 
based on the unhappiness of others can have no more important 
and lofty goal than improving the life of all working people, and 
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Table 2 
Growth Rates of National Per Capita Income 
in Five Socialist and Five Capitalist Countries 
in 1976 (1970-100) 

Socialist countries Indicator Capitalist countries Indicator 
Bulgaria ...... 151 Great Britain. ... 110 
Hungary . . : 136 Italy .. Pfs 144 
German Democratic Federal Republic S35 

Republic ..... 137 of Germany... . 113 
Poland ....... 162 France ....... 124 
Czechoslovakia rer 132 Japan's 65 Wo. 129 


such a goal naturally coincides with the interests of every mem- 
ber of society. 

Contradictions may exist under socialism too, but it is essen- 
tial to remember that antagonism and contradiction are not 
synonymous. Antagonism, or antagonistic contradiction, is based 
on the irreconcilable interests of hostile classes and social groups; 
on the other hand, antagonistic contradictions are inherent in 
social systems based on exploitation of one class by another. Non- 
antagonistic contradictions express relationships which, along 
with differences, are characterised by unity and are overcome 
not by class struggle but by gradual and balanced transforma- 
tion of economic and other conditions that engender them. Un- 
der socialism, society brings its principal, long-term interest to 
the foreground. However, at times people are apt to attach spe- 
cial significance to “immediate” interests, forgetting or not 
thinking about the future. As a result, certain contradictions arise. 
Under socialism, however, there are quite effective means 
of resolving them and, what is very important, from the historical 
perspective, the long-term and current interests mentioned above 
basically coincide. 

A unified system of economic goals, the subordination of pro- 
duction to the interests of the total welfare and free, all-round 
development of all members of society are a most important 
manifestation of the relations of socialist property in the means 
of production, 
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3. THE TWO PRINCIPAL FORMS 
OF SOCIALIST OWNERSHIP 


While unified in type and socio-economic nature, socialist prop- 
erty is nevertheless varied in form. The two principal forms of 
socialist ownership of the means of production in the USSR are 
state (national) and collective-farm-co-operative property (see 
Article 10, Paragraph 1, Constitution of the USSR). Historical- 
ly, these two forms appeared because the working class and the 
peasantry took their own special paths towards socialism. 

In the course of the socialist revolution, capitalist and landlord 
property acquired by exploitation of wage labour was expropriat- 
ed and nationalised, i.e. turned over to the people. Nationali- 
sation involved land, factories, railways and banks. This laid 
the foundations of state socialist ownership of the means of pro- 
duction. Subsequently, all newly built industrial enterprises, e.g. 
steel works, power stations, machine-building plants, etc., as 
well as transport and communication facilities and numerous 
commercial and municipal services, were owned nationally from 
the very outset. At the same time, state agricultural enterprises, 
i.e. state farms, were set up on the basis of the nationalised es- 
tates of big landowners. 

The Constitution of the USSR indicates that state property 
is the common property of the whole Soviet people, the princi- 
pal form of socialist property. Article 11 of the Constitution 
reads: ‘‘The land, its minerals, waters, and forests are the ex- 
clusive property of the state. The state owns the basic means of 
production in industry, construction, and agriculture; means of 
transport and communication; the banks; the property of state- 
run trade organisations and public utilities, and other state-run 
undertakings; most urban housing; and other property necessary 
for state purposes.” 

Socialisation of the means of production that had belonged 
to the industrial bourgeoisie and landlords led to the abolition 
of these exploiter classes. However, the agricultural bour- 
geoisie (kulaks) continued to exist in rural districts for some time. 
This last exploiter class, the majority of which had _ bitterly 
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resisted the measures of Soviet power, was eliminated in the 
course of mass collectivisation of agriculture in the USSR. 
Kulak property was confiscated and transferred to collective 
farms. Abolition of the exploiter classes, however, does not imply 
their physical extermination, but expropriation of the means of 
production that permitted them to live at the expense of the 
labour of others. Former members of the bourgeoisie who recog- 
nised that the decisions of the Soviet Government were just and 
who began to co-operate with it subsequently became full and 
equal members of socialist society. 

While capitalist and landlord property acquired through exploi- 
tation of the labour of others was nationalised, this was not the 
case with small-scale private property acquired through the per- 
sonal work of peasants and urban craftsmen. There were no 
grounds for nationalising their property because it was the result 
of individual labour, not connected with exploitation of others 
and, according to the communist criterion, was, therefore, not 
subject to nationalisation. 

Lenin developed a concrete plan for socialist restructuring of 
small-scale production through co-operation, from its lower 
forms (consumer, marketing and credit co-operatives) to its 
higher form (producer co-operatives). Collectivisation of agri- 
culture was a new and highly complex measure, since the USSR 
lacked experience in restructuring agricultural production and 
the entire way of life of many millions of peasants along new, 
socialist lines. The petty rural producer could not himself cope 
with poverty; neither could he keep pace with technological 
progress. Life itself and the objective trend of economic develop- 
ment made it necessary to unite the efforts of all peasants 
through co-operation, on which basis collective production and 
co-operative ownership were organised. Collectivisation of farm- 
ing was gradual and voluntary and was encouraged and assisted 
by the state. 

The practice of socialist construction brought the agricultural 
artel to the fore as the chief type of collective farm, since it 
combined in the best possible way the interests of the farm with 
those of the peasant. The artel socialised labour, land and all the 
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principal means of production, including draught animals; at 
the same time, residential buildings, small agricultural imple- 
ments and productive livestock in numbers stipulated by Agri- 
cultural Artel Rules remained the personal property of the col- 
lective farmers, who were also entitled to use a small plot of land 
for individual farming. The new form of ownership was called 
collective farm-co-operative property. 

The process of collectivisation of agriculture in the USSR 
lasted almost fifteen years. In some socialist countries it took 
from ten to twenty years, while in others, Poland for instance, it 
is still to be completed. 

Now what is the Soviet collective farm like today? It is a large 
modern agricultural enterprise. In the beginning of the 1970s 
there were over 27,000 co-operative farms in the USSR (exclud- 
ing collective fisheries situated in coastal regions where agricul- 
ture is secondary). On every Soviet collective farm an average 
of 6.6 thousand hectares are under cultivation, including 3.7 
thousand hectares of arable land; every Soviet collective farm 
has a considerable amount of livestock, including over 1.7 thou- 
sand head of cattle and about one thousand pigs, every Soviet 
co-operative farm has an average of 39 tractors, which as a rule 
are powerful caterpillar tractors designed to till vast collec- 
tive sowing areas; and every Soviet collective farm employs an 
average of 540 people. 

Article 12 of the Soviet Constitution clearly specifies the prop- 
erty of collective farms and reads as follows: “The property of 
collective farms and other co-operative organisations, and of 
their joint undertakings, comprises the means of production and 
other assets which they require for the purposes laid down in 
their rules. 

“The land held by collective farms is secured to them for 
their free use in perpetuity. 

“The state promotes development of collective farm-and-co- 
operative property and its approximation to state property. 

“Collective farms, like other land users, are obliged to make 
effective and thrifty use of the land to increase its fertility.” 

Although both state and collective farm-co-operative prop- 
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erty in the means of production in the USSR are unified in na- 
ture, they are, nonetheless, characterised by substantial differen- 
ces. State property belongs to all the people, and management of 
state-owned property is carried out according to a single central- 
ised plan, whereby the state can redistribute resources among 
various branches of the economy and different economic regions, 
and can specify how and where to use the national income ob- 
tained at appropriate state enterprises and sums to be used for 
solving various socio-economic problems and for expanding 
production. Within the framework of existing legislation, collec- 
tive farms can independently decide how and where to use their 
funds and distribute resources. The supreme body of collective 
farm self-government is the general meeting of the members of 
a given co-operative farm; the meeting approves the rules of the 
collective farm, elects its chairman and board (the supreme exec- 
utive bodies) and debates fundamental questions pertaining to 
farming activities. The collective farm decides independently 
what portion of the revenues should be used to pay the farmers’ 
wages. 

Most other socialist countries nationalised a relatively small 
part of their land, a large portion of which became the property 
of working peasantry. In setting up collective farms, they trans- 
ferred the land to the latter for common use, albeit the co-oper- 
ators retained the right of property in their land. 

It is thus apparent that the economic system of socialism by 
no means leads to a stereotyped and uniform approach to solv- 
ing important issues of economic development. Rather, it un- 
dergoes modifications brought about by accumulated experience 
and careful consideration of the concrete historical and national 
peculiarities of a given country. 

Two classes of socialist society, the workers and the collective 
farm (co-operative) peasantry, correspond to the two above- 
mentioned forms of public ownership. This is only natural, since, 
as has already been indicated, classes are large groups of people 
differing in their relationship to ownership of the means of pro- 
duction. At the same time, intellectuals, an aggregate of people 
primarily engaged in mental or cultural work, also occupy an 
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important place in the social structure of socialist society. Intellec- 
tuals do not form a separate class, since they are not distin- 
guished by a specific relationship to the means of production. 
However, this in no way minimises their role in society, and the 
inviolable bond of workers, peasants and intellectuals constitutes 
the social foundation of the USSR. 

During the years since the victory of the socialist revolution 
in Russia, fundamental transformations have taken place in the 
social and class structure of Soviet society. The exploiter classes, 
namely the bourgeoisie, landlords and the kulaks (rural bour- 
geoisie) have disappeared altogether, and the collective farm 
peasantry has superseded individual farmers, who were enmeshed 
in bondage and poverty. The number, prestige and guiding role 
of the working class have been growing steadily. The position of 
the intelligentsia has also become more important as evidenced 
by its increasingly active part in scientific and technical 
progress and in the spiritual life of society. Table 3 shows the 
comparative class structure of the Soviet population. 

Of the two forms of socialist ownership of the means of pro- 
duction existing in the USSR, state property is the principal form 
of property, which Article 11 of the Constitution of the USSR 
characterises as follows: “State property, i.e. the common prop- 


} Table 3 
Class Structure of the Population in the USSR (per cent) 


Year 
cl SS ee 
See eaUD) 1913 1928 1939 1959 1977 
Entire population ...... 100 100 100 100 100 
including: 
Factory workers ....... 14.6 12.4 33.5 49.5 61.6 
Office employees. ...... 2.4 5.2 16.7 18.8 22.7 
Collective farm peasantry and 
co-operative handicraftsmen . —_ 2.9 47.2 34.4 15.7 


Individual peasants and non- 

co-operative handicraftsmen. 66.7 74.9 2.6 0.3 0.0 
Bourgeoisie, landlords, trades- 

men and kujaks ...... 16.3 4.6 a _ — 


FOUNDATIONS OF ECONOMIC SYSTEM 29 


erty of the Soviet people, is the principal form of socialist prop- 
erty.” 

I should like to distinguish two features of state ownership in 
the USSR: first of all, it is a form of socialist ownership and, 
secondly, it is the basic form of ownership. Both these features 
are exceedingly important. State property, including that in the 
means of production, has existed ever since the state as such ap- 
peared. The Roman emperors, the Bourbons in France and Ro- 
manovs in Russia were also proprietors, and all their property was 
essentially state property. However, can one possibly regard it as 
socialist property? I am sure every reader will say no. Socialist 
property is only that which belongs to the whole people, society 
as a whole, and serves as national property. In all the above- 
mentioned cases, however, it was separated from the people; 
moreover it served as a means for enslaving and exploiting them. 

Hence, it is not a question of state property, which as such 
is only a form whose contents are various types of ownership of 
the means of production. Hence in trying to understand the 
basis of the economic system of a given society, one should first 
of all elucidate the intrinsic essence, the socio-economic nature 
of the property in question, and only then examine its form. 

In all periods preceding socialism (excluding the period of 
primitive society), society was divided into the exploited majority 
and exploiter minority. The latter constituted a separate class 
opposing the exploited, and the state was merely an instrument 
which it used to keep the majority of people in subjugation by 
means of an entire system of economic, social, legal, political, 
military, ideological, and other measures. In order to perform 
certain public functions, e. g. development of irrigated farming, 
navigation, road building and, subsequently, development of 
science and engineering and training of skilled personnel, the state 
concentrated in its hands a part of the means of production. 
They constituted state property which in the different historical 
eras belonged to the slave-holding, feudal or bourgeois state. 

It is precisely the public nature of ownership of the means of 
production that puts an end to division of society into the exploit- 
ers and the exploited and excludes a special class which either 
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opposes or dominates society. Under socialism there can be no 
social groups or individuals who could usurp public property in 
their own interests. The state strictly guards this very important 
principle of socialist society, which forms the basis of communist 
morality. The Constitution of the USSR stipulates that “no one 
has the right to use socialist property for personal gain or other 
selfish ends’. Any embezzlement or careless management of so- 
clalist property are punished in court and subject to public con- 
demnation. 

As for the state form of this property, it is historically neces- 
sary and inevitable until the socialist state itself exists. At a 
definite stage of social progress, the socialist state will die off to 
be replaced by communist self-governing bodies. However, this 
is a remote prospect, and while the socialist state still exists as 
the economic and political centre of socialist society, public prop- 
erty will inevitably take the form of state property. 

Socialist ownership since it is common ownership does not op- 
pose the individual. Incidentally, when we say that something 
is common property we do not mean that it belongs to no one. 
As a member of society, every individual is a proprietor, rather a 
co-owner of the public means of production. Hence, instead of the 
egoism and alienation that took shape over centuries, socialism 
brings a new feeling of belonging to the whole of society, albeit 
this does not happen overnight. The great Soviet poet Vladimir 
Mayakovsky figuratively expressed this new attitude in the poem 
Fine! when he wrote “the street is mine and the houses are mine”, 
implying by mine that they are ours, since I am a member of 
a single family which is full master of all public wealth. 

And now we can examine the second feature of state prop- 
erty and clarify why state ownership is the principal form of 
socialist ownership of the means of production, a circumstance 
due essentially to a number of interrelated factors, the principal 
of which are the following: 

(1) State (public ownership of the means of production ex- 
presses the highest and most consistent stage of socialisation of 
production on a nation-wide scale. I have already mentioned 
above that a modern economy forms a single interrelated whole, 
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and the establishment of unified public ownership of the means 
of production corresponds most fully to its nature. Hence, unified 
public ownership of the means of production is the highest form 
of socialist ownership, corresponding to the present-day state 
and trends of the development of productive forces. Collective 
farm-co-operative ownership characterises a lower stage of so- 
cialisation of production because it involves only a given co-ope- 
rative enterprise, not the whole of the economy. However, as 
material prerequisites for its development are being created, 
collective farm-co-operative property is drawing closer to state 
property. 

(2) State (public) property involves the principal means of 
production which exert a decisive influence on the development 
of all branches of the economy. The socialist state owns the most 
important branches of industry, which determine the progress of 
the entire economy, e.g. machine-building, power engineering, 
the chemical industry, radioelectronics, etc. The state finances 
all major research and development projects, organises training 
of personnel for all branches of the economy, provides for the 
development of a single national transport system and acts as 
the chief agent on behalf of the people in all international eco- 
nomic, scientific and technological relations. This list alone is 
enough to show the leading, determining role of the state and 
of state property in the development of the entire national 
economy. 

(3) Co-operative property itself does not determine the na- 
ture of a given social system. Lower forms of co-operative prop- 
erty appeared very long ago, and in modern conditions co- 
operation, primarily the consumer and marketing co-operative 
societies, has become rather widespread in the most different 
countries. However, nowhere is it dominant or prevalent in virtue 
of its very nature. It shines, as it were, with reflected light. That 
is why Communists regard as Ulusory and utopian the very idea 
of so-called co-operative socialism which rejects transferring the 
means of production into public property. Collective farm-co- 
operative ownership becomes socialist as a result of the people 
acquiring political power, and state ownership of the means of 
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production becoming the chief and determining form of prop- 
erty. 

The proposition as to the leading role of public property in 
no way minimises the significance of collective farm-co-operative 
ownership under socialism. Collective farm-co-operative proper- 
ty is historically indispensable; hence it should neither be reduced 
nor restricted, but further developed in every possible way. At 
the same time, the very nature of the development of this form 
of social property is such as to inevitably bring it closer to public 
(state) property. As a matter of fact, both these processes are 
interrelated and inseparable and, as was already stated above, 
are given legal status by the Constitution of the USSR. 

This process of property conversion has a sound material and 
technical basis. Collective farms, the principal sphere of co-oper- 
ative ownership in the USSR today, are becoming increasingly 
equipped with modern machines, and farming is gradually be- 
coming a variety of industrial labour. This is accompanied by 
an increasing specialisation of farming and a growing similarity 
between the working and living conditions of the urban and 
rural population. 

The development of agro-industrial integration and setting 
up of inter-farm manufacturing, construction and_ processing 
enterprises and organisations which simultaneously serve state 
and collective farms play an important role in bringing the two 
forms of socialist ownership closer together. Specialisation and 
concentration of agricultural production on the basis of inter- 
farm co-operation and agro-industrial integration signifies further 
socialisation of production and labour. In the mid-1970s there 
were over seven thousand inter-farm entrerprises, organisations 
and amalgamations in the USSR, and their membership included 
more than 100 thousand collective farms, state farms, and other 
state and co-operative enterprises and organisations. Many col- 
lective farms were simultaneously shareholders in several inter- 
farm amalgamations. In perspective, a further conversion of the 
two forms of socialist property will lead to their merger and the 
resultant formation of a unified public ownership of the means 
of production. 
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4. PROPERTY OF PUBLIC ORGANISATIONS 


In addition to the two principal forms of socialist property, 
there is a third form—property of trade unions and other public 
organisations. All the working people in the USSR are constitu- 
tionally guaranteed the right to join public organisations. Article 
51 of the Constitution reads: 

“In accordance with the aims of building communism, citi- 
zens of the USSR have the right to associate in public organi- 
sations that promote their political activity and initiative and 
satisfaction of their various interests. 

“Public organisations are guaranteed conditions for successful- 
ly performing the functions defined in their rules.” 

The Constitution of the USSR states that trade unions, youth, 
co-operative, and other public organisations shall, according to 
their stipulated functions, take part in state and public affairs 
and in resolving political, economic, social, and cultural issues. 
The development of the democratic principles of socialism 
leads to the growing role of working people’s trade unions and 
to increased activity by various creative unions and societies, 
sports organisations, etc. The property of these public bodies 
constitutes the material base which they need in order to function 
successfully. 

Socially, the property of public organisations forms a single 
whole with the principal forms of public ownership of the 
means of production. It differs only in that the objects owned 
are not primarily means of production, but non-productive bas- 
ic assets, e.g. sanatoria and rest homes, sporting, cultural and 
educational establishments, administrative buildings. At the same 
time, however, their property includes some means of production 
necessary for trade unions and other public organisations to per- 
form their tasks, e.g. printing shops, sporting equipment facto- 
ries, transportation vehicles, etc. 

This form of socialist property plays an extremely important 
role in satisfying the various needs of the population and in 
resolving major social problems pertaining, for example, to 
improvement of health, development of physical culture and 
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sports, rational organisation of rest, reasonable use of free time, 
discovering of various creative abilities (technical circles, amateur 
talent activities) and satisfaction of people’s spiritual needs. 

Soviet trade unions have a large material basis for solving all 
these tasks. In 1976 they had 415 sanatoria, 2,146 priventoriums 
and 529 boarding-houses and holiday homes where almost ten 
million people received treatment and spent their holidays. In 
addition, 17 million people spent their leaves at trade union 
tourist centres. The trade unions own a large number of cul- 
tural and educational establishments, viz. over 21 thousand clubs, 
palaces and houses of culture, nearly 22 thousand public libraries 
and almost 34 thousand film projectors. They also play a prom- 
inent part in publishing books, magazines and newspapers. 
The trade union Profizdat Publishing House, one of the largest 
in the USSR, annually puts out hundreds of different books 
and pamphlets with editions numbering tens of millions. The 
trade union newspaper Trud is a most popular periodical in the 
country, with one of the largest circulations (8.3 million copies). 
Moreover, Soviet trade unions publish either independently or 
jointly with various ministries and departments ten national 
newspapers and nearly 80 mass vocational and popular scien- 
tific journals. 

Another important trend in Soviet public organisations is 
promoting mass physical culture and sports to improve people’s 
health and their all-round development. This is achieved through 
sports societies and organisations, whose material base—sports 
buildings, stadiums, equipment and supplies—is yet another va- 
riety of public property. 

One of the most popular and largest sports societies in the 
USSR is Spartak. Its material base includes 238 stadiums, 
89 swimming pools, nearly 1.8 thousand gymnasiums, over 1.3 
thousand soccer fields, 2.6 thousand health-improving sports 
centres, hunting and fishing lodges and various other sports fa- 
cilities. Spartak conducts extensive work with children and young 
people; it owns 264 sports schools for children and adolescents 
and 73 specialised sports schools for the young people. 

Creative unions also occupy an important position among So- 
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viet public organisations. They include the Union of Writers, 
the Union of Artists, the Union of Composers, the Union of Ci- 
nematographers, the Union of Journalists, etc., all of which have 
their own publishing houses and print newspapers, magazines and 
books. Thus, the USSR Union of Writers publishes 15 literary 
newspapers in fourteen languages of the peoples of the USSR 
and 86 literary and socio-political magazines and journals in 
forty-five languages of the peoples of the USSR and in five 
foreign languages. 

As a variety of socialist property, the property of trade unions 
and other public organisations is protected by the state against 
any possible encroachment and/or plunder. Every public organ- 
isation has independent and sovereign control over its property, 
in accordance with its regulations. There is only one limitation 
in using the property of public organisations, as well as all other 
forms of socialist property: according to the Constitution of the 
USSR no one is entitled to use the property of public organisa- 
tions for personal profit and/or for other selfish motives. But 
this restriction serves truly democratic purposes, since it protects 
the common interests of the membres of trade unions and other 
public bodies from encroachment by individuals and from various 
forms of misuse. 


5. SOCIALISM AND PRIVATE PROPERTY 


This topic has been the subject of innumerable inventions and 
aspersions, both oral and written. In striving to defame the very 
idea of socialism, the defenders of private property and unlimited 
profiteering did and are doing all they can to intimidate the 
masses of working people with fabrications regarding the social- 
ist system, which they claim socialises all property, compels every- 
body to eat from the same bowl and liquidates the right of 
inheritance. All these inventions and intimidations are aimed at 
saving capital gained by the work of others. 

However, existing socialism has nothing in common with such 
concoctions, whose authors allow themselves to crudely distort 
facts and juggle arguments. Indeed, socialism envisages liquida- 
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tion of private ownership of the means of production, ownership 
which permits some to live by exploiting others. Yet, neither in 
theory nor in practice have Communists ever rejected personal 
ownership of consumer goods earned by honest work. True, 
under socialism factories, plants, mines, banks, cattle-breeding 
farms, public passenger and freight transport, excavators, hoisting 
gear, and so on no longer belong to private persons, since they 
are all means of production and, hence, public property. But, 
as has already been stated (see the end of Paragraph 1, Chapter 
One), consumer items, household utensils and various amenities 
represent public property only while they are being manufactured 
and subsequently stored in warehouses or shops. As soon as 
they have been bought by people as personal property, they all 
become property of individuals. 

In examining this question, it is particularly important to 
note the previously established division of objects of ownership 
into two types, viz. the means of production and consumer items. 
These two forms of property play different roles in the life of 
both individuals and the whole of society; hence, the question 
of ownership is resolved differently in both cases. 

Under socialism, the national economy grows continually 
and at a high rate. Every year it produces in constantly growing 
volume and assortment thousands and tens of thousands of very 
diverse consumer goods, from bread, socks and toys to wash- 
ing machines, television sets and cars. You may ask what all 
these products are for and who the buyers and consumers are? 
Under socialism, they are all produced for the benefit of the 
people, for improving their living standards, and most of them 
become the personal property of individuals. I shall later explain 
why this is so, but at this point I would simply like to note that 
part of all consumer goods are delivered to organisations serv- 
ing the population and thus become public property. For instance, 
furniture, household utensils, food products and toys are 
supplied to nurseries and kindergartens, where they are all used 
by the population, usually either free of charge or at reduced 
prices, without first becoming personal property. 

And so most of the consumer goods produced by socialist in- 
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dustry or agriculture basically become personal property, and 


the volume of these goods is rapidly and continuously growing 
(see Table 4). 


Table 4 


Provision of Soviet Population with Durables Intended to 
Improve Their Living Conditions (pieces per 100 families) 


Years 
Items 

1965 1976 
Watches and clocks of all anes ght. iets 319 470 
Television sets ... . She Bl, 24 77 
Refrigerators ............. 44 67 
Washing machines ........ a 21 67 
Electric vacuum-cleaners ....... 7 20 


Based on the above figures, one could naturally say that as 
yet not every Soviet family owns a T' set, refrigerator, etc. The 
figures, nonetheless, show that there is a real meaning behind the 
words “as yet not every Soviet family”: although we have not 
yet achieved this, we soon shall. Suffice it to say that the num- 
ber of many of the consumer goods available to the Soviet people 
increased three times and more in only eleven years. Thus, the 
figures in Table 4 indicate that under socialism the material 
value of personal property is continuously and rapidly growing. 

A fact of basic importance is that under socialism the princip- 
al source of private property is income earned through work. 
This is evident from what was said above. After all, private 
ownership of the means of production has been abolished as a 
source of unearned income, and no one has the right to count 
on an_ increase in his personal property except by earning a large 
income through his own labour. Hence, onecan now make a 
correct appraisal of the catch phrase rather widespread in the 
West, that socialism allegedly undermines labour incentives. On 
the contrary, it is precisely the socialist organisation of the econ- 
omy which engenders powerful work incentives. This is achieved 
by establishing a direct relationship between labour efficien- 
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cy, on the one hand, and the amount of individual remunera- 
tion—and with it the possibility to acquire goods and personal 
property, on the other. Naturally, the socialist ideal in no way 
consists in personal enrichment, but is much wider and more 
meaningful. However, this will be the subject of one of the follow- 
ing chapters. 

The socialist state keeps vigilant watch to prevent anyone 
from acquiring unearned income. At the same time, it protects 
the personal property and belongings of citizens and their right 
to inherit property, as is stated in the Constitution of the USSR: 

“Article 13. Earned income forms the basis of the personal 
property of Soviet citizens. The personal property of citizens of 
the USSR may include articles of everyday use, personal con- 
sumption and convenience, the implements and other objects of 
a small-holding, a house, and earned savings. The personal prop- 
erty of citizens and the right to inherit it are protected by the 
state.” 

Individual land plots are yet another form of personal prop- 
erty in the USSR, most typical of rural districts. It is tied both 
to the specific features of the country’s economic development 
and its historical tradition. In the village, every family is norm- 
ally allotted a small plot of land for personal cultivation 
alongside their residence. All rural residents own as personal 
property productive cattle (cows, swine and sheep) and fowl, 
and also, in established order, the simplest farming tools and 
implements for cultivating their land plots. This is the only case 
when the means of production, not consumer items, can be 
personal property. However, this does not violate the principles 
of the socialist social system; nor does it endanger its economic 
foundations, since such ownership involves the simplest means 
of production intended for personal work. The use of all forms 
of hired labour is prohibited: the Constitution includes a spe- 
cial provision that “property owned or used by citizens shall not 
serve as a means of deriving unearned income or be employed 
to the detriment of the interests of society’. The state assists the 
population in cultivating the personal land plots, and this is also 
stated in the Constitution. 
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Special reference should be made to Jand. In the USSR all 
land is owned exclusively by the state. According to existing leg- 
islation, small plots of land allotted for personal use may be 
utilised—but only utilised, not owned—by Soviet citizens. Land 
cannot be transferred for personal ownership. The state obliges 
all citizens to rationally utilise the land plots allotted to them 
for personal use. 

Let us now examine several examples showing what personal 
property means in this sphere, by comparing the number of pro- 
ductive cattle owned by collective farms and individuals (see 
Table 5). 


Table 5 


Number of Productive Cattle in the USSR on January 1, 1978 
(million head) 


Including 
Name Total Publicly Individually 
owned owned 
Cattle: <sisc date a tae 28 442.5 89.3 23.2 
Swine .......... 70.3 55.6 14.7 
Sheep and goats. ..... 146.2 117.3 28.9 


Another fact concerning the amount of farming on personal 
land plots is that in 1976 the ratio of their production to the na- 
tional total amounted to 42 per cent for potatoes, 10 per cent for 
vegetables, 16 per cent for meat and 6 per cent for milk. Natur- 
ally, not all these products were consumed by the families work- 
ing on such plots; as a matter of fact, they sold all surplus 
commodities via a commission trading network or directly at 
urban and rural markets at prices formed there, and subsequently 
spent their earnings on necessary consumer items. 

For a complete picture, mention should also be made of 
housing and cottage-gardening co-operatives, yet another variety 
of personal property which has become widespread both in the 
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USSR and other socialist countries. In housing co-operatives, 
people buy flats with their own money, but the apartment houses 
are built by the state, which provides the co-operative members 
with credits at moderate interest with instalment plans for up 
to 15 years. The co-operative member is actually the owner of 
the share he has contributed, not the flat. If he decides to drop 
out of the co-operative he does not sell his flat but, in return for 
his share, hands it over to the co-operative, the actual owner of the 
given apartment house. This is a special from of personal property 
which people acquire with their savings. The same situation exists 
in cottage-gardening co-operatives, the only difference being that 
their members generally build their cottages, plant fruit and 
vegetables, etc. themselves. The land remains the property of the 
state which transfers it to the co-operative for use. If and when 
a member of a cottage-gardening co-operative leaves, he receives 
the estimated cost of his cottage and garden, which continue to 
be co-operative property. 

We have thus examined all the basic types and forms of owner- 
ship existing in socialist society. Public ownership of the 
means of production, the basis of the economic system of socialism, 
plays a decisive role in all these types and forms, and personal 
ownership of various consumer items develops out of this form of 
ownership, to create conditions for fuller satisfaction of the 
material and spiritual needs of Soviet people, for the all-round 
development of every member of society—the supreme goal of the 
socialist state and its economic system. 


i 


et es 


CHAPTER TWO 


THE SUPREME GOAL OF 
SOCIALIST PRODUCTION 


The economic system of socialism is in perpetual motion and 
constant development. The goals set forth and achieved in the 
course of this development may differ: they may be either imme- 
diate or long-term, either affecting specific parts of the economy 
or its global aspects. Thus, various projects for commercial ex- 
ploitation of new deposits of oil and gas im Western Siberia, 
construction of a plant for manufacturing atomic reactors, in- 
creased output of colour TV sets and erection of new urban re- 
sidential districts are all concrete goals of production. 

When we speak of the characteristic features of the entire 
economic system and of its long-term orientation, the concep- 
tion supreme goal acquires decisive significance, since it connotes 
the paramount objective which determines and subordinates 
all other aims and tasks of economic growth, indicates the main 
purpose of social production and serves as a practical reference- 
point for working out and making economic decisions. 

The supreme goal inherent in various social systems is not the 
result of a conscious choice, but is rather determined by the ba- 
sis of the economic system of a given society, ie. by the existing 
dominant relations of ownership of the means of production. A 
logical result of the fundamental transformation of this basis 
under socialism, involving replacement of the long-established 
dominant private property system by public ownership, would 
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be the establishment of a fundamentally different supreme goal 
of social production. 

Under all social systems, production has always served the in- 
terests of the owners of the means of production, and this applies 
to socialism as well, the only difference being that under social- 
ism the owners of the means of production are the people, and 
improvement of their living standard, therefore, becomes the 
supreme goal of production; it is with this goal in view that 
achievements of science and technology are utilised, factories 
and plants built and management of the economy improved. 

Now the reader may ask whether production had not also 
served consumer interests prior to the establishment of socialism, 
and this question would be justified. Marxism-Leninism provides 
a clear answer: indeed, the final objective of any production 
is consumption, but then it is only the final goal; as was indicat- 
ed above, the direct objective of production is to serve the in- 
terests of the owners of the means of production, no matter 
whether they are slaveowners, feudal lords or representatives of 
the financial oligarchy. New technologies and advanced methods 
of labour organisation are used solely when and to the extent 
that their application corresponds to the mercenary objectives 
of the owners of the means of production. On the other hand, 
consumption by working people, i.e. by those who through their 
own labour produce all the material and cultural values of hu- 
man civilisation, grows only as long as it serves the given goal. 
Such is the truth confirmed by the entire history of social devel- 
opment. 

Having put an end to the domination of private property and 
private interests, socialism restores the supreme mission and goal 
of social production as serving human interests, and in this lies 
the humanism of the socialist system. 


1. SOCIALISM—A SOCIETY OF GENUINE HUMANISM 


The achievement of humanism in social relations has for many 
centuries been the bright dream of mankind, the ideal which 
progressive minds have constantly striven to attain. Elimination 
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of force and social injustice, guarantees of personal freedom, 
the possibility of using material and cultural blessings and the 
achievements of world civilisation for all-round and harmonious 
development of the individual are essentially the features of a 
social system that was called upon to give effect to genuine 
humanism, 

In its nature, intrinsic qualities and developmental trends, 
socialism is that very system. 

Fundamentally, socialism has realised all these dreams of a 
just human society: it has eliminated exploitation of man by 
man, put an end to unemployment and the uncertainty about 

] tomorrow and established relations of comradely co-operation 
and mutual assistance. Economic growth under socialism is con- 
sistently directed at improving the life of the people. The state 
guards individual freedom; the care of all for the welfare of each 
and the care of each for the welfare of all has become a law of 
socialist society. 

Subordination of production to the interests of improving the 
people’s well-being and the all-round development of each mem- 
ber of society are characteristic of the most important law and 
motive force of the socialist economy. These goals were proclaimed 
by the founders of scientific communism back when con- 
struction of socialist society was still in the future. The first pro- 
gramme of the Russian Social-Democratic Labour Party, later 
called the Communist Party of the Soviet Union, was developed 
at the beginning of the twentieth century. Several drafts 
were drawn up which, among other things, characterised social- 
ism, its specific features and motive forces. Lenin was very ac- 
tive in preparing the programme, and, guided by the basic ideas 
of Marxism and the objective laws of social progress, he exhaus- 

tively and succinctly characterised the goals of socialist produc- 

tion by stressing that it is developed in the interests of “ensur- 
ing full well-being and free, all-round development for all the 
members of society’’.* 

The sixty-year-old experience of existing socialism has fully 


* V, I. Lenin, Collected Works, Vol. 6, p. 54 
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confirmed the correctness of Lenin’s foresight: the leading idea 
during all the stages of economic development in the USSR and 
other socialist countries, the paramount goal of all their economic 
plans was always to improve the life of the people and to create 
the best possible conditions for all-round development of the 
individual. Naturally, all these age-old problems could not be 
resolved immediately after the people had gained political 
power. Almost twenty of the sixty years of its existence, Soviet 
power has had to wage wars imposed on it by imperialist 
powers and then restore the war-devastated economy, and this 
required a great deal of effort and money. However, the further 
consolidation of the country’s economic might, its outstanding 
achievements in science and technology and the successes of its 
planned economy permitted under new conditions, at the stage 
of developed socialism, fuller and more consistent implementation 
of the supreme goal of socialist production. 

The stage of developed or mature socialism is primarily dis- 
tinguished by a qualitatively new level of development of 
productive forces and by new scales of production. This is evi- 
denced by the fact that at present the USSR manufactures 
more industrial commodities than all the countries of the world 
taken together did in the early 1950s (see Table 6). 

At present, a quarter of all the world’s scientific workers and 
one-third of all doctors live and work in the USSR. 


Table 6 


Soviet Industrial Output in 1977 Compared With That of All 
the Countries of the World in 1950 


The whole world 


Industrial products USSR (including socialist 
countries) 
1977 1950 
Electric energy, thous. million 
kilowatt-hours. ........ 1,150 989 
Petroleum, incl. gas condensate, 
million tons .......... 546 524 
Gas, thous. million m? ..... 346 194 


Synthetic resins and plastics, 
million tons ......... 3.3 1.6 
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The stage of developed or mature socialism is characterised 
by a complete restructuring of all social relations, including 
economic ones, on collectivist principles inherent in this phase 
of development of socialist society. This implies a new and higher 
stage of maturity of the entire socio-economic system of socialism. 
The widest possible opportunities are accordingly created for 
attaining the supreme goal of social production which, at this 
stage, becomes the central issue for practical policies and forms 
the nucleus of economic plans. All this finds legal expression in 
the Constitution of the USSR: 

“Article 15. The supreme goal of social production under 
socialism is the fullest possible satisfaction of the people’s 
growing material and cultural and intellectual requirements.” 

The supreme goal of socialism is the general reference-point 
for developing the national economy. Ensuring practical improve- 
ment of the life of the people entails making the goal concrete 
through actual figures and indicators, characterising the extent 
to which various needs have been satisfied, as well as different 
aspects of the living standard. This is achieved by working out 
goal-oriented programmes and economic plans. 

Before going on, I should like to explain that under socialism 
the economy develops on the basis of a single state plan, prima- 
rily a five-year plan, which determines the concrete targets and 
issues that must be fulfilled. In other words, the economic plan 
sets the concrete objectives of development of different industries, 
economic areas and large industrial production complexes 
and enterprises. Chapter Four is specially devoted to the problem 
of planned economic management; at this juncture economic plans 
are discussed only because they are the medium through which 
the supreme goal of social production is achieved under socialism. 

Being guided by the supreme goal of socialism and taking the 
available possibilities and resources as a starting point, the so- 
cialist state makes this supreme goal concrete and determines 
what specific tasks are achievable and within what time period. 
One such task, for instance, is to ensure full satisfaction of nutri- 
tional needs, in accordance with scientifically grounded con- 
sumption norms; today the calory level of food products used 
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in the USSR already exceeds the necessary standards, albeit 
structurally they differ considerably from those recommended 
by biologists, in that some are consumed in greater and others 
in smaller quantities than is scientifically advisable. 

To modify eating patterns time is needed, not just for people 
to get used to having new kinds of food, but for developing the 
respective industries, making necessary investments and building 
processing factories and trading enterprises. A comprehensive 
goal-oriented programme has been worked out for resolving the 
entire range of problems related to the achievement of this goal. 
In simpler terms, this comprehensive programme specifies what 
we want and what must be done to meet our desires. Such pro- 
grammes give economic development the necessary clearness of 
purpose and permit a concentration of efforts in decisive produc- 
tion sectors and attainment of the desired result at the lowest 
cost and within the shortest possible time. 

But then someone might come and say that he doesn’t want 
food recommended by scientists, but prefers to eat whatever he 
likes, since he regards any control over eating norms as violation 
of his individual freedoms. Now, in no way does socialism imply 
a levelling of tastes and needs; nor does it establish individual 
consumption norms. Everyone can eat what he likes (although 
civilised people are apt to listen to scientific recommendations 
when choosing their food). Indeed, depending on age, state of 
health and individual tastes, people eat and will continue to eat 
different kinds of food. 

The task of working out rational eating norms and developing 
production accordingly is, in effect, to provide the real possibility 
for completely satisfying needs (in this case for food) and to give 
every person the right to freely choose his consumption pattern, 
according to his individual tastes and demands. Under socialism, 
the solution of this humane problem has become a matter of 
state policy. 

The Western reader might not quite understand my argumen- 
tation, since after all consumption norms are largely restricted 
by prices of products and by income levels. But this is precisely 
where socialism possesses a number of basically important spe- 
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cial features, one of them being that income, primarily in the 
form of wages, in systematically growing (Table 7). 


Table 7 


Average Wages in the USSR (roubles per month) 


Year Wages 
1965 96.5 
1970 122.0 
1975 145.8 
1977 155.0 


At the same time, retail prices of the principal consumer goods 
in the USSR have for a long time remained stable. Thus, in 1976 
they constituted 99.7 per cent of the 1970 level, the percentage 
for food products and non-food consumer commodities being 
100.9 per cent and 98 per cent respectively. This is a major 
advantage of the socialist economic system, and even today the 
price level does not limit consumption of food products. At 
present, the principal task is to increase output, expand and 
revise the assortment and improve the quality. These very issues 
are being resolved on the basis of long-term goal-oriented compre- 
hensive programmes. 

I began my discussion with the problem of satisfying the pub- 
lic need for food, because it represents a primary and funda- 
mental demand. But man does not live by bread alone; human 
development is also dependent on the extent to which various 
other material, intellectual and social needs are satisfied. Table 8 
shows that the USSR is now ahead of most of the developed 
Western nations, including the USA, in production of numerous 
consumer goods. 

As we see, the Soviet Union has outstripped the USA in the 
output of these consumer goods. At the stage of developed 
socialism, improvement of the quality of consumer goods becomes 
the key issue, and scientists, designers, engineers and workers are 
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Table 8 
Per Capita Output of Some Consumer Goods in the 
USSR and USA in 1976 
Consumer goods USSR USA 
Leather footwear, pairs ........ 2.8 2:3 
Cotton fabrics, m? ........2.. 26 23 
Woollen cloths, m2... ... Sie oe 3.0 0.7 


all doing their best to resolve it. As a matter of fact, this prob- 
lem is being solved at state-policy level and is the object of un- 
remitting attention by planning and economic agencies and pro- 
duction collectives; it is also in the limelight of public opinion, 
the press, radio and television. 

Another major material need is for housing with all modern 
amenities, and extensive measures are being taken in the USSR 
to fully solve the housing problem. Let us again refer to figures 
to get an idea of the scale of housing construction in the country. 
In the five-year period from 1971 to 1975 alone residences 
totalling 545 million square metres of floor space, or 11.2 million 
flats, were built to house 41.5 million people; moreover an addi- 
tional 14.5 million either received flats or enlarged their living 
space in buidings that had been built earlier. 

Thus, within a period of only five years 56 million Soviet 
people, a number approximately equal to the population of 
Great Britain or Italy, improved their living conditions. More- 
over, it should be emphasised that most of the houses and flats 
are built at the expense of the state and the rent is very mod- 
erate. In a worker’s family budget, the cost of rent and communal 
services or of maintenance of a private house constitutes only 
2.5 per cent. Thus, once again, the income factor does not limit 
satisfaction of material needs. 

These are inescapable facts which indicate the actual embo- 
diment of the supreme goal of socialism, which is to satisfy to 
the fullest extent possible the needs of the people. They thus 
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display the practical humanism of the economic system of 
socialism. 

The need for health protection and treatment is also given 
exceptional attention in the USSR, where, as in other socialist 
countries, a single state-financed health system providing free 
medical care for the people has been established. The basic prin- 
ciples of socialist health services are to make medical care avail- 
able to all, free of charge and of high quality (see Table 9). 


Table 9 


Number of Doctors of All Specialities Per 10,000 
Inhabitants in Selected Socialist and Capitalist Countries 


et A Number of Capitalist Number of 
Socialist countries doctors countries doctors 

USSR 33.5 USA 21.0 
Bulgaria 26.5 Great 

Britain 15.7 
Hungary 26.2 Italy 18.4 
Poland 22.2 France 17.5 
Czechoslovakia 27.2 Japan 15.3 


The high rate and efficiency of social production existing under 
socialism also create the foundation for fuller satisfaction 
of the people’s spiritual needs. In socialist countries education 
is free of charge at all levels (in specialised secondary schools 
and higher educational establishments the students also receive 
state stipends), and this has provided the widest possible access 
to the achievements of science and culture to virtually all sections 
of the public. In the 1976-1977 academic year over 93 million 
of the total Soviet population of 260 million were engaged in 
studies at different levels. This means that one out of every 
three was receiving some sort of professional or vocational train- 
ing. All those visiting the USSR are astonished by people’s 
quest for knowledge. People read everywhere: in trams and buses, 
at trolley stations and on subway escalators, on benches in 
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public gardens and parks; no wonder the Soviet people are 
called the best read in the world. 

The network of museums, theatres and concert halls in the 
USSR and other socialist countries is one of the largest in the 
world; the same is true of radio and TV broadcasting and pub- 
lishing activities. Thus, 1.7 thousand million copies of books and 
8 thousand different newspapers with a total circulation of 169 
million are published annually in the USSR. Some magazines 
are especially popular with the Soviet public, e.g. Rabotnitsa 
(Woman Worker) and Zdoroviye (Health) with a monthly 
circulation of 13 million and nearly 12 million copies respec- 
tively. 

Among the various measures directed at the all-round devel- 
opment of the individual, particular attention is given to improv- 
ing socio-economic and working conditions so as to make them 
more humane. This is quite understandable, since in a society 
where everyone works, labour is not regarded as a heavy burden 
and forced obligation, but is given due respect and attention. 
The highest government awards, i.e. the title of Hero of So- 
cialist Labour, the Lenin and State prizes, as well as orders and 
medals are conferred for outstanding service at work. 

However, even under socialism, heavy manual labour and 
underskilled monotonous work still exist, and long-term social 
development programmes stipulate gradually reducing them so as 
to eventually eliminate them altogether. 


2. SOCIAL PROGRAMME OF A FIVE-YEAR PLAN 


The supreme goal of socialist production determines the 
long-term, constant targets of its development. Social progress 
is characterised by constantly growing and increasingly complex 
needs, some of which disappear to give way to new ones. Hence, 
the supreme goal of socialism is an invariable attribute of the 
socialist economic system. 

Objectives are practically attained by developing and imple- 
menting state plans, primarily five-year plans. An element of 
paramount importance in every Soviet five-year plan is the so- 
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cial programme, or programme for social development and 
improvement of living standards. This programme involves in- 
terrelated measures providing for a comprehensive solution of 
questions of improving the material and cultural welfare of the 
people, their social strata and groups. In the new Soviet Consti- 
tution the five-year plans are called state plans for economic and 
social development, and this name corresponds in the fullest and 
most exact way to the very essence and content of the Soviet 
five-year plans, on the basis of which the economic system of the 
USSR has been developing ever since 1929, ie. for half a cen- 
tury. At present, the Soviet people are fulfilling the Tenth, jubi- 
lee, Five-Year Plan (1976-1980) providing for considerable 
growth and higher efficiency of social production in order to 
solve various problems of social development. The following four 
principal trends may be distinguished in the social programme 
of the Tenth Five-Year Plan. 

The first trend involves measures related to growth of the pop- 
ulation’s incomes and consumption. According to the plan, the 
average wages of workers and office employees are to increase 
from 146 to 170 roubles a month, i.e. by 17 per cent. This would 
take place on account of both increased labour productivity and 
social measures, the main one being to raise minimum wages and 
salaries. The programme also stipulates a 26 per cent increase 
in farmers’ incomes from collective farming. The above figures 
show that an important feature of the social programme of the 
Tenth Five-Year Plan is the goal of eliminating still existing 
differences between the living standards and wages of the urban 
and rural population. 

People who are not very familiar with the specifics of the eco- 
nomic system of socialism are apt to make purely mechanical 
comparisons of wages in the USSR and capitalist countries. But 
such comparisons are basically incorrect, since the level of real 
wages in the Soviet Union is significantly affected by free edu- 
cation and medical care, the low cost of rent and communal 
services and stable retail prices. 

Greater consumption of material and spiritual resources is en- 
sured in a planned manner by greater turnover of commodities 
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and services. Sales of consumer goods during 1976-1980 are pro- 
jected to rise by 29 per cent and services by 50 per cent, includ- 
ing 70 per cent in rural areas. The Tenth Five-Year Plan also 
envisages more and better food for people: by 1980 the consump- 
tion of meat and meat products, fish and fish products, fruit 
and berries and vegetables will have increased by 10.5, over 24, 
35 and 27 per cent respectively. 

Furthermore, by 1980 Soviet people will have more and better 
consumer goods; the supply of durables for them will also increase 
(see Table 10). 


Table 10 
Supply of Durables for the Soviet Population 
(per 100 families) 
Durables 1970 1975 1980 
Radios.’ so oso 6) 0 et eo 72 79 83 
LViS0tS soir er i gas 51 74 84 
Refrigerators ....... 32 64 85 


The second major trend of the social programme is improving 
housing conditions. The 1976-1980 five-year plan provides for 
building 550 million square metres of floor space. Special atten- 
tion is being given to improving quality and to making houses 
more comfortable. This important issue is being handled at the 
state level. 

In the USSR, houses are immediately tenanted: there are no lim- 
iting factors such as high rent, which in some countries breeds 
an appalling social contradiction, with people crowded in slums 
while flats stand empty in newly built houses. Under socialism, 
growth of housing construction really improves people’s living 
conditions. In addition to new construction, the five-year plan 
regulates planning, improvement and organisation of public ser- 
vices in towns and villages, gas supplies ior residential buildings, 
public utilities, and the like. 
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The third major trend of the 1976-1980 social programme is 
upgrading educational and cultural standards and improving me- 
dical care. This is becoming part of planned management and 
is being handled on a nation-wide scale. Today, when the transi- 
tion to full secondary education is nearing completion, major at- 
tention is being devoted to bettering the quality of training, to 
expanding the system of higher and specialised secondary educa- 
tion and improving the training of skilled workers. Serious atten- 
tion is also being given to improving the material and technical 
basis for public education. New general educational schools for 
at least seven million pupils (including 4.5 million in rural areas) 
are to be built in 1976-1980. Furthermore, the Tenth Five- 
Year Plan provides for vocational schools (resembling vocational 
colleges training skilled workers) for up to 1.2 million trainees. 
These are convincing evidence of the attention devoted in the 
Tenth Five-Year Plan to education and culture. 

Much will be done during this five-year period to satisfy the 
cultural requirements of the Soviet people. More books and other 
printed matter will be published, the TV network expanded, the 
material resources of cultural institutions augmented and im- 
proved, and conditions created for the continued development of 
various arts and literature. 

The Tenth Five-Year Plan also includes a vast programme of 
health measures, e.g. recreation, mass physical culture and medi- 
cal care. 

The fourth and one of the central trends in social development 
under the Tenth Five-Year Plan is to improve the socio-economic 
and working conditions of labour, that is, making labour more 
creative and providing scope for the working people’s creative abil- 
ities. Mechanisation and automation of production processes 
and gradual elimination of manual work, especially entailing heavy 
labour and low productivity, is under way in industry, construc- 
tion, agriculture, and other branches of the economy. 

Such are the major trends of the Soviet social development 
programme aimed at improving living standards in the current 
five-year period. If human aspirations always contain an element 
of dreaming and striving for a happy future, plans for social and 
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economic development make this striving a reality, a practical 
and tangible result. 

The funds allocated for various social measures aimed at im- 
proving the quality of life come from the national income. 
Hence further growth and rational distribution of the national 
income is of paramount significance. 


3. DISTRIBUTION OF NATIONAL INCOME 
UNDER SOCIALISM 


The national income is the aggregate income of society, 
the result of its common labour. By the method adopted in the 
USSR, based on the Marxist theory of reproduction, the national 
income includes only the primary returns of various branches of 
material production, namely industry, agriculture, capital con- 
struction, freight transport and part of trade and communications. 
As for the returns of other branches, they are considered deriv- 
ative and resulting from a redistribution of funds acquired 
through material production. Hence, it would be wrong to group 
them together, since this would mean duplication. This is some- 
thing to bear in mind when comparing the national income of 
different countries because some of them, e. g. the United States, 
also include in their national income returns from non-productive 
branches, for instance education, medical care, the services 
sphere. To cite a specific example, a worker occupied in pro- 
duction receives wages and gives part of them to his physician, 
who spends the money on purchasing commodities in a shop. 
If we add the income of the worker, the physician and the shop- 
keeper, the same rea] income (the worker’s wages) would show 
up three times, namely as_ the worker's, physician’s and 
shopkeeper’s income. Hence, this method of calculation shows 
the redistribution of income, not its creation, and thus causes 
duplication. It is, therefore, impossible to compare the national 
income of different countries without applying one and the same 
method of calculation. 

In practice, national income is estimated as part of the gross 
product that remains after subtracting expenditures that do not 
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constitute income, since in the following year they must again be 
allocated for production in order to ensure its continuity. Let us 
now assume that a crop yield worth about 100 million roubles was 
obtained in agriculture (taken in its simplest form). To obtain 
this yield, seed, mineral fertiliser and fuel for tractors and har- 
vesters were expended; to this must be added the wear and tear 
or depreciation of farm machinery. Now let us say that all expen- 
ditures amounted to 60 million roubles. These are obviously 
material expenditures, not income, and the national income in 
agriculture (when applied to a branch of industry or to an in- 
dustrial enterprise this is also called net product) would amount 
to 40 million roubles, part of which would go to wages and bon- 
uses for agricultural workers and appear in the form of a neces- 
sary product, while the other part would constitute profit and 
appear as surplus product, of which a portion would go to the 
state budget as revenue. 

Like wages and profit, the necessary and surplus products are 
not categories specific for socialism. They appeared long before 
the socialist system. Hence the possibility of concluding that so- 
cialism has introduced nothing new, which would be true only 
if we were to turn a blind eye on the essence of the problem and 
remain captives of purely external, superficial judgements and 
analogies. We have already seen from the example of state prop- 
erty that the same forms conceal utterly different content, and 
the present case is a similar instance. 

When a serf was engaged in corvée (unpaid labour) on his 
landlord’s field, he created a surplus product. On the other 
hand, when he tilled his own plot the result of his labour was 
the necessary product. In this case everything is simple, obvious 
and understandable: one man (the landlord) receives a surplus 
product and the other (the serf) the necessary product. However, 
at a capitalist factory, where outwardly the margin between 
necessary labour (and product) and surplus labour (and product) 
is blurred and concealed and where the division becomes appar- 
ent only in the ultimate results, when the factory owner receives 
his profit and the hired worker his wages, the same process ap- 
pears to be more complicated. 
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And how are things under socialism? Under socialism, the 
same process acquires a qualitatively different nature, different 
in the social sense, since the owner of both the necessary and 
surplus products are the people, or the whole of society. Yet, the 
functions of these two items of national income are essentially 
different: the necessary product serves the workers in all branches 
of material production as a source of wages and, in the usual 
phrase, recompenses their expenditures on reproduction of labour; 
the necessary product, furthermore, serves to cover expenses on 
food, clothes, various consumer goods, rent and communal ser- 
vices. Such is the function of the necessary product. 

The surplus product is designed for other purposes, in the 
first place for expanding production and, secondly, for defraying 
the cost of developing the non-productive sphere, e. g. education, 
health, culture, etc. Services in this sphere are also provided to 
workers engaged in material production (as to all other members 
of society) to meet their material, intellectual, cultural and social 
requirements. The money used on expanding production is, how- 
ever, returned to the people, not in the same year, but after 
a corresponding increment of material benefits has been obtained. 
This means that the people acquire not only the necessary pro- 
duct, but the surplus product too; in other words, they are 
owners of the entire national income. Thus, in contrast to cap- 
italism, the basic feature of socialism is that the different func- 
tional purposes of the necessary and the surplus product do not 
lead to their acquisition by antagonistic classes. 

Later I shall return to the subject of how and from what 
source national income is produced. Here we are interested in 
how national income is distributed and used, a problem directly 
related to the solution of social problems. 

And so the owner of the means of production acquires the 
national income. As I have already stated, under socialism the 
owners are the people; the people are the sole masters of the 
entire national income, thus bringing to the fore the division of 
national income into the consumption fund and the accumu- 
lation fund. 

The consumption fund directly characterises the volume of 
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resources available to satisfy the aggregate material and cultural 
needs of the people in a given year. Of course, one could also 
use something from reserves that have been accumulated from 
previous years; however, this would be an insubstantial amount, 
since, in the first place, in every rationally organised economy the 
expended reserve has to be replenished and, in the second place, 
in the strictly scientific sense the creation of a reserve, even a 
reserve of consumer values, would not apply to the consumption 
fund but characterises one of the items of accumulation. Hence, 
the consumption fund actually shows the possibility of satisfying 
current needs. 

Thus, the larger the consumption fund the better, and there- 
fore one should strive to make it equal to the national income. 
But this appears so only when things are viewed as stationary and 
not involving the time factor or, in simpler terms, when they are 
assessed solely from the present day. But, one should also think 
of tomorrow and not just live by the maxim “A prés moi le déluge!” 
People want to live well today and still better tomorrow; this is 
the individual’s and, moreover, society’s desire, since society is not 
only the totality of all people presently living today, but also the 
totality of succeeding generations. 

Therefore, in assessing different everits and processes from so- 
ciety’s point of view, and such a stand is inherent in socialism, one 
should in a rational way combine the goal of improving living 
standards today with the issues of tomorrow. Thus, various means 
should be provided for further expansion and modernisation of 
industry, for new construction and accumulation of necessary re- 
serves. These very means constitute the accumulation fund, the 
second structural element of national income, that serves the same 
supreme goal of satisfying more fully the people’s material and 
cultural requirements, only not in the current fiscal year, but in 
future. 

Thus, both parts of the usable national income are associated 
with achieving the supreme goal of socialist production. But the 
main issue, in no way a simple one, is how to find the best (opti- 
mum) correlation between current and future goals, between the 
consumption fund and the accumulation fund. 
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Fundamentally, there is a way to increase the significance of 
the consumption fund, and thus ensure fuller satisfaction of pres- 
ent-day needs without sacrificing the interests of future develop- 
ment of production. It consists in raising social production effi- 
ciency. Let us suppose that the national income (taken for 100 per 
cent) is distributed in the following way: 72 per cent form the 
consumption fund and 28 per cent the accumulation fund used 
for providing further growth of national income, the annual 
increment of which is estimated at 8 per cent. Now what does 
this example show? It shows the possibility of estimating accumu- 
lation efficiency, a very important characteristic of the overall 
efficiency of social production. 

The overall efficiency of social production can be estimated 
by a factor usually called the accumulation coefficient (K), which 
shows what percentage of national income in a given year should 
be allocated for further accumulation (expansion of production) 
in order to obtain a | per cent increment the following year. The 
coefficient K is calculated as the ratio of the specific weight of 
the accumulation fund (also called the rate of accumulation N) to 
the increment of national! income (A Y) in the following year. 
Both values, viz. the rate of accumulation and the national income 
increment, are shown in percentage form. In our example, the 
accumulation coefficient would be expressed as: 

N 28 
K=y=7 = 3,0. (1) 
Consequently, in order to obtain a 1 per cent increment of the 
national income, one must spend 3.5 per cent of the current year 
national income. 

At a high level of current consumption, it would be important 
for a socialist society, to ensure high and stable growth of nation- 
al income. This could be achieved in two ways, either by increas- 
ing the rate of accumulation (and correspondingly decreasing 
the percentage of consumption), or by reducing the accumulation 
coefficient, i.e. by more effective use of accumulated funds. This 
is confirmed by the following relationship derived from (1): 


AY =. (2) 
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Except in special circumstances, however, the first way is unac- 
ceptable, and, therefore, the second becomes the principal way. 
It stipulates reducing the accumulation coefficient, say, from 3.5 
to 3. Then the planned 8 per cent increment of national income 
can be obtained with a considerably lower rate of accumulation. 

Indeed, by substituting figures in formula (2) we shall obtain 


24 
the following result: 8 = — . This means that by reducing the ac- 


cumulation coefficient to 3, the given growth rate of national 
income can be guaranteed by allocating 24 per cent, not 28 per 
cent, of the national income on accumulation. Correspondingly, 
the consumption fund would grow by 4 per cent, i.e. from 72 per 
cent to 76 per cent. 

The above-mentioned example is not a hypothetical case. In 
the USSR, there is a plan to reduce the rate of accumulation 
from 26.5 per cent in 1976 to 25 per cent in 1980. Now if we 
take into account that the Soviet national income in 1975 
amounted to 363,000 million roubles, this means that over 5,000 
million additional roubles will be obtained for annual current 
consumption. An increase of the proportion of the consumption 
fund (when national income growth rates are high) indicates a 
growth in the end results of social production and higher efficien- 
cy. But there is yet another point to make: a large proportion 
of the consumption fund is convincing evidence of the peaceful 
foreign policy of the USSR. 

Let us now examine the specific ways in which the Soviet na- 
tional income was expended in 1976. The volume of produced 
national income (in existing prices) amouted to 382,000 million 
roubles. But what is important for our purposes is the income 
that was actually spent on consumption and accumulation, not 
the produced national income. What then is the difference be- 
tween these two forms of income? The national economy may 
suffer losses due to natural calamities, e.g. earthquakes, fires and 
droughts, and these losses must, of course, be made good from 
the national income obtained in that year. The sum of the re- 
paired loss is deducted from the produced national income, since 
these funds can be used neither for personal consumption nor 
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for increasing production. Moreover, the difference in the above- 
said indices would also depend on whether the foreign trade bal- 
ance is positive or negative. Thus, the real Soviet national in- 
come used on consumption and accumulation in 1976 amounted 
to 379,900 million roubles, and the following diagram shows its 
allocation structure: 


Soviet National Income in 1976 
(thousand million roubles) 


National income 
379,900 million roubles 
100 per cent 


‘Consumption fund Accumulation fund 
279,800 million 100,100 million 
‘roubles —- > ai roubles 
73.7 per cent 26.3 per cent 


The consumption fund, which is directly used on satisfying 
people’s personal requirements, includes the following items: 

(a) wages of those occupied in the sphere of material produc- 
tion, and remuneration of collective farmers received from the 
socialised economy (this constitutes a major portion of the con- 
sumption fund) ; 

(b) payments and preferences received by the population from 
public consumption funds; in 1976 they amounted to 95,000 
million roubles or over one-third of the entire consumption fund; 

(c) earnings of the population, collective farmers above all, re- 
ceived from personal land holdings; in 1976 this type of income 
constituted 26.3 per cent of the total income of a collective 
farmer’s family. 

The accumulation fund is used for building and enlarging in- 
dustrial and farming enterprises, and other production facilities, 
and also for accumulating reserves. It is also used for financing 
housing and social and cultural construction, i.e. schools, hospitals, 
cultural and educational institutions, sports complexes, etc. 
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The Soviet economy is characterised by quite a stable ratio 
between the consumption and accumulation funds. The former 
constitutes about 75 per cent of the national income, and if we 
add to it the accumulation resources allocated to housing and so- 
cial and cultural construction, the total sum spent directly on the 
population’s well-being would equal approximately 80 per cent 
of the national income. 

The definitive way to achieve the supreme goal of socialist pro- 
duction, i.e. maximum satisfaction of people’s material and cul- 
tural requirements, is to provide high and stable national income 


growth rates. What then are the necessary means for achieving 
such rates? 


4. UNITY OF ENDS AND MEANS 


The unity of ends and the means for achieving them is a charac- 
teristic feature of the economic system of socialism. However, the 
ends themselves are not simply good and unfounded wishes; the 
goals of economic growth are established on the basis of an all- 
round scientific analysis of objective processes and progressive 
tendencies, through careful assessment of available possibilities. 
An important precondition guaranteeing the practicability of 
Soviet economic goals is that when they are set the means and 
resources needed to achieve them are taken into consideration. 
The choice of means largely predetermines both the specific 
economic goals and the time periods needed to attain them. 

Yet, there is one more consideration of fundamental impor- 
tance: the unity of ends and means is ensured by developing na- 
tional economic plans that specify concrete tasks for achieving 
different production volumes, solving specific socio-economic 
issues and increasing the people’s real income. At the same time, 
economic plans stipulate the necessary amount of capital invest- 
ments, volume of labour and material resources and quotas for 
increasing labour productivity and improving the quality of 
products for attaining the respective goals. 

At different stages of historical development, changes occur 
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in the relationship between the various means of achieving the 
set goals or between economic growth factors. At the stage of 
mature socialism, qualitative factors involving utilising new de- 
velopments in science and technology and increasing production 
efficiency acquire decisive significance. This is accompanied by 
a substantial increase in the importance of social growth factors 
characteristic of socialism, e.g. creative activity of the masses, 
socialist emulation, and better quality of labour at every work 
place. 

The role of these social factors requires special comment. Under 
socialism, all the fruits of collective labour go to the working 
people, and solely to them. This gives rise to a new powerful im- 
pulse of working energy in the form of creative activity and so- 
cialist emulation. The very desire to work better and increase 
public wealth emerges as a powerful motive force in economic 
growth. This is a basically new phenomenon that is specifically 
inherent in the socialist system. 

Hence the tremendously increased rates of socio-economic 
progress, attained by the ever increasing creative activity of the 
masses, their personal material incentive and greater discipline in 
planning. People who pause in bewilderment before the enigma 
of the “Russian miracle” (and what the USSR has achieved 
in the shortest possible historical period really can be called a mi- 
raculous rise to the heights of social progress) often seek a Bol- 
shevik “‘secret weapon”. But the USSR has no secrets. The source 
of Soviet economic and social advances is the creative activity of 
the masses and the planned economy, both based on public 
ownership of the means of production. 

Under socialism, the supreme goal of social production forms 
an organic unit with the means available for its achievement. 
Thus, Article 15 of the Soviet Constitution which characterises 
this goal and which had already been quoted above, also includes 
the following passage: 

“Relying on the creative initiative of the working people, so- 
cialist emulation, and scientific and technological progress, and 
by improving the forms and methods of economic management, 
the state ensures growth of the productivity of labour, raising of 
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efficiency of production and of the quality of work, and dynamic, 
planned, proportionate development of the economy.” 

Greater efficiency of social production is of decisive significance 
for stepping up economic development and increasing the national 
income as a source for further raising living standards. Steady 
improvement of the effective use of labour, material and finan- 
cial resources is organically inherent in the economic system of 
socialism, which, unlike capitalism, is not subject to huge losses 
caused by spontaneous changes in the market and is essentially 
alien to crises. The economic system of socialism eliminates the 
colossal misappropriation of social labour caused by mass unem- 
ployment. A planned socialist economy provides the possibility 
and necessity for rational organisation of social production as a 
single entity and it is on this basis that high and constantly grow- 
ing economic efficiency is attained. 

Greater efficiency presupposes greater results with the same 
expenditures, or the same results at lesser expenditures. In the 
most general terms this implies maximum results at minimum 
expenditures. As a matter of fact, this tenet was known long be- 
fore socialism appeared, and this is quite natural, since saving 
time (in terms of unit end results) was always a sign of rational 
organisation of production and the general principle of its devel- 
opment. The basically new elements which socialism brings to 
the solution of these problems reduce to the following two major 
factors. In the first place, socialism, in virtue of its intrinsic fea- 
tures, ensures balanced increase in social production efficiency on 
a nation-wide scale, not just within the framework of one enter- 
prise or concern. Secondly, socialism makes the results of im: 
proved production efficiency directly serve the noblest and most 
humane objective of improving the people’s living standard. 

Production efficiency describes the relationship between out- 
puts and inputs and can be expressed as follows: 


Outputs 
Inputs 


Efficiency = 


In the long run it is important to ensure the highest outputs, 
represented concretely by the volume of national income (if the 
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outputs are regarded from the viewpoint of society). It is the na- 
tional income that provides resources both for current consump- 
tion and for stimulating subsequent income growth. Hence, let 
us represent outputs in the form of national income(Y): 


Y = Inputs X Efficiency. 


This means that the volume of national income is directly de- 
pendent on the amount of resources used in production and on 
how efficiently they are used. Correspondingly, all factors of 
economic growth can be divided into two large groups, the first, 
connected with attracting additional production resources, is 
known as extensive factors, and the second, based on increasingly 
efficient use of resources, intensive or qualitative economic growth 
factors. In the early stages of Soviet economic development quan- 
titative, or extensive, factors played a prominent part. This be- 
comes understandable if one considers that the USSR virtually 
had to develop anew all the leading branches of industry, such 
as machine-tool manufacture, motor-car construction, the aircraft 
and chemical industries, etc. However, this could not be done 
without providing additional resources, including manpower. 
When industrialisation began in 1927, the USSR had a reserve 
of labour power provided by the agricultural sector and those 
previously engaged in housekeeping. As a result, the number of 
factory and office workers in the Soviet economy (excluding col- 
lective farmers and individual peasants) tended to increase. 


Table 11 


Number of Factory and Office Workers 
in the Soviet Economy (million) 


1928 — 11.4* 
4940 — 33.9 
1945 — 28.6** 
1960 — 62.0 
1977 — 106.4 


* By 1928 the national economy had been restored; as a reault, the number of 
factory and office workers had again attained the 1913 fgure. 

** The reduced number of factory and office workers was the result of the Second 
World War and the death of great numbers killed by the nazi aggressors. 


SUPREME GOAL OF SOCIALIST PRODUCTION 65 


A number of long-term tendencies have been instrumental in 
fundamentally changing the current situation in the Soviet na- 
tional economy. To begin with, mention should be made of the 
developing revolution in science and technology which is causing 
fundamental changes in implements of labour and processes and 
permits the use of new sources of energy and development of 
materials with preset properties. Active application of the achieve- 
ments of the scientific and technological revolution presupposes 
a switch-over of the economy to qualitative, intensive growth 
factors. The growth and increasing complexity of social needs is 
likewise tending in the same direction. This concerns both pro- 
duction requirements and people’s personal needs. Modern 
demands can no longer be satisfied by simply increasing the quan- 
tity of products, particularly of traditional commodities; there is 
a need for extensive structural changes in production, further 
improvement of the entire services sphere and greater economic 
development. All this orients the economy towards mastering 
qualitative, intensive production methods. 

Finally, the very possibility of extensive growth is markedly 
limited. When all able-bodied people are employed and popula- 
tion growth rates are relatively low, one can no longer resolve the 
arising problems by supplying additional manpower. When a di- 
versified, highly developed economy already exists, the accent is 
shifted to modernising existing facilities, not to building new en- 
terprises. Moreover, opportunities for a further increase of raw 
material resources are also limited. 

Thus, objective economic conditions, i.e. those arising in the 
economy irrespective of human will, require a turn towards in- 
tensive, qualitative growth factors. On the basis of an analysis of 
these objective processes and trends, the Communist Party of the 
Soviet Union developed a course aimed at raising social produc- 
tion efficiency. This course was approved by the 24th (1971) and 
25th (1976) CPSU congresses. In a socialist society, the leading 
role belongs to the Communist Party. This principle is established 
in the Soviet Constitution and reads as follows: 

“Article 6. The leading and guiding force of Soviet society and 
the nucleus of its political system of all state. organisations and 
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public organisations, is the Communist Party of the Soviet Union. 
The CPSU exists for the people and serves the people.” 

It should be emphasised that all Party organisations function 
within the framework of the Constitution of the USSR. 

Communist Party congresses determine general prospects for 
development of domestic and foreign policies, and the strategy 
of economic growth. The course aimed at raising social produc- 
tion efficiency which was charted by the 24th and 25th CPSU 
congresses determines both the long-term targets of Soviet eco- 
nomic growth and the tasks of the Soviet economy for the next 
few years. The Tenth Five-Year Plan (1976-1980) of economic 
development was worked out and is presently being implemented 
in line with the decisions of the 25th Congress of the CPSU. The 
principal task of the Tenth Five-Year Plan embodies both the 
objectives of Soviet economic growth and the means for achiev- 
ing those objectives. This implies consistent implementation of a 
course aimed at raising the people’s material and cultural stan- 
dards, primarily by intensifying production and improving the 
efficiency and quality of labour. The tasks set forth by the Tenth 
Five-Year Plan envisage appreciable growth of national income 
and real per capita income (see Table 12). 


Table 12 


Soviet National Income and Real Per Capita 
Income in 1976-1980 


(per cent) 
fotaa Income growth Mean annual 
Income indices by 1980 growth rates 
National income used for consump- 
tion and accumulation. ... . 26 4.7 
Real per capita income .... . 214 3.9 


The relatively lower increment rates for real income are due 
to the fact that they have been calculated per capita and depend 
on population growth. 
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When national income is regarded from the viewpoint of re- 
producing material goods and resolving social issues, we are, na- 
turally, interested in the volume of material goods embodied in 
national income, not in the amount of national income per se; the 
goods, after all, are what is needed to satisfy requirements. The 
need for food, for instance, is satisfied by food, not by its cost, or, 
say, a new machine, not its cost, would be needed to replace an 
old one. The mass of goods estimated at constant prices is the 
measure for evaluating the total wealth available for personal 
consumption and accumulation, and such an assessment is instru- 
mental in deriving the physical volume of national income. 

What then are the sources of national income growth and cor- 
respondingly, of the means for improving the well-being of the 
Soviet people? 

The primary and definitive source is greater productivity of 
social labour, which in 1976-1980 is to provide 85-90 per cent of 
the total national income increment, and even more in some 
branches of the economy. Thus, higher labour efficiency will pro- 
vide 90 per cent of the entire production growth in industry and 
100 per cent in agriculture and construction. Productivity of so- 
cial labour is, in effect, a comprehensive, generalising factor 
which includes the following components: 

(a) productivity of live labour, i.e. growth of production out- 
put per worker in all branches of material production; produc- 
tivitv of live labour is in turn affected by progress in science and 
technology, better labour organisation, etc., and through labour 
productivity these factors also affect the physical volume of na- 
tional income; 

(b) saving of materialised labour, i.e. labour embodied in 
machines, equipment, material resources and raw materials. Some- 
times this factor is regarded as an independent source of na- 
tional income. However, this would be justifiable only when la- 
bour productivity is considered in a narrow sense, i.e. solely as 
productivity of live labour. 

The question of saving material resources is acquiring increas- 
ing importance and, therefore, needs some explanation. To be- 
gin with, let us recall that national income itself is that part of 
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the gross product that remains after subtracting the expenditures. 
Consequently, even when the volume of production is invariable, 
the national income is the greater the lesser is the “subtraction”, 
i.e. the smaller is the amount of resources needed to resume pro- 
duction. Furthermore, when we speak of saving material re- 
sources we mean either reducing specific expenditures, i.e. spend- 
ings on unit product, or the efficient use of those expenditures. 
Now suppose a factory started manufacturing a new machine- 
tool with double the efficiency of the old model. If production of 
the new model requires 1.5 times more metal and other material 
resources than the old model, this indicates a decrease in specific 
material intensiveness or less spending on the machine-tool’s unit 
productivity. In this case, saving of material resources would 
emerge as an intensive or qualitative growth factor, character- 
ising production efficiency growth through lesser spendings on 
unit results. 

Under socialism, ever lower expenditures are always planned, 
and national economic plans establish quotas for reducing con- 
sumption norms on raw materials, fuel, and other material re- 
sources by introducing progressive technique and_ technologies, 
reducing losses and observing extremely strict economy. The 1976- 
1980 economic plan provides for saving 8,000 million roubles’ 
worth of material resources. It also envisages measures that, 
in 1980, compared with the 1975 figures, will save an additional 
nine million tons of rolled ferrous metals, 50,000 million kwh of 
electric energy, 35 million tons of boiler-and-furnace fuel, 5.5 
million tons of motor-car fuel, and many other types of raw and 
other materials. 

A second major source of national income growth will be a larg- 
er labour force in various branches of material production. 
Under the Tenth Five-Year Plan, this factor is to provide 10-15 
per cent of the total national income growth; however, its sig- 
nificance will subsequently decline because of the above-men- 
tioned factors. Today, the main accent is on ensuring better la- 
bour skills and their rational use. 

The policy of increasing production efficiency charted by the 
24th and, 25th CPSU congresses implies a sharp change in orga- 
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nisation and managerial methods and requires improvement of 
the whole economic mechanism, both in managing the entire 
economy and individual enterprises. The West, as everybody 
knows, has a different method: ruin and bankruptcy are the lot 
of inefficient companies. True, one often forgets that not only 
those who lag behind technologically perish in the fierce compet- 
itive struggle. Quite different laws are at work here. For the eco- 
nomic system of socialism, however, this path is unacceptable in 
principle. Here all state enterprises are common national prop- 
erty; to ruin them would mean inflicting damage to ourselves, 
which would be irrational and uneconomical. 

As for the efficiency of Soviet economic methods, it has been 
confirmed by the entire history of the USSR. Cited above are 
quite a few examples of the results achieved by the Soviet Union 
in developing its economy and solving social problems over the 
past sixty years. The USSR has attained a leading place in so- 
cial, economic, scientific and technological progress; it has also 
liquidated crises and unemployment and gained unquestionable 
supremacy in economic growth rates; all these factors attest to 
the advantages of the Soviet economic system and its managerial 
methods. 

Having started with the question of the supreme goal of so- 
cialist production, we have also examined in detail the means 
and resources that should ensure its attainability. However, the 
examination of the growth of well-being as the supreme goal of 
socialist production would be incomplete if we limit ourselves to 
the economic aspect of the matter alone. Human life is many- 
sided, and under socialism all its aspects are included in the goal- 
oriented guidelines of social progress. 


5. A SOCIALIST WAY OF LIFE 


Every stage in the development of society is characterised by 
its own specific and historically determined way of life, which 
represents the multifaceted totality of human activity—its char- 
acteristic attitudes towards labour, the structure of interests and 
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goals, the nature of social contacts, moral principles and organi- 
sation of free time. 

The concept of a certain way of life as an invariable category 
supposedly engendered by an equally invariable human “nature”’ 
is alien to Marxism. Man is a social and historical being and, 
according to Marxist concepts, his interests and goals, the entire 
tenor of his life, are determined by conditions of social life, by 
the place he occupies in society. Naturally, every individual de- 
cides for himself how to organise his free time, how to use his 
income, and so on. Still, Marxism looks into the ultimate causes 
of individual choice and the intrinsic motivations of human be- 
haviour. In this regard Marx noted: “True, the worker who buys 
potatoes and the kept woman who buys lace both follow their 
respective estimations. But the difference in their estimations is 
explained by the difference in the positions which they occupy 
in society, and which themselves are the product of social orga- 
nisation.”* 

The fundamental changes that socialism makes in the organi- 
sation of society engender a new mode of life and lead to the form- 
ation of a new, socialist way of life. The Constitution of the 
USSR consolidates the major achievements of socialist society 
and is exhaustive testimonial to the Soviet way of life and its ad- 
vantages. A special chapter devoted to social development and 
culture stresses that the Soviet state helps to further the social 
homogeneity of society; gives citizens more and more real oppor- 
tunities to apply their creative energies, abilities and talents, and 
to develop their personalities in every way; concerns itself with 
improving working conditions; steadily pursues a policy of rais- 
ing people’s pay levels and real incomes; extends and improves the 
system of health protection and education; concerns itself with 
protecting, augmenting and making extensive use of society’s 
cultural wealth for the moral and aesthetic education of the 
Soviet people, for raising their cultural level (Articles 19-27, 
Constitution of the USSR). 


* Karl Marx, The Poverty of Philosophy. In Karl Marx, Frede- 
rick Engels, Collected Works, Vol. 6, Progress Publishers, Moscow, 1976, 
pp. 118-19. 
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The state is involved in the many aspects of human activity 
that as a whole form the socialist way of life, the material basis 
of which is the economic system of socialism. Public ownership 
of the means of production establishes genuine equality among 
men and engenders collectivism and comradeship, and fraternal 
relations among nations. This deserves special emphasis. Socialism 
puts an end to the division of society into exploiter and exploited 
classes, and to the inequality of nations and nationalities. It estab- 
lishes relations of equality and friendship among all people irres- 
pective of their social position and nationality. This supreme and 
truly historic achievement of socialism has become part of the 
public mentality and is an inseparable feature of the socialist 
way of life. 

Based on public ownership of the means of production, the 
economic system of socialism makes every citizen feel himself 
master of his country, confident in his future and full of histori- 
cal optimism. These features are characteristic of the socialist way 
of life. 

An important element in the socialist way of life, already dis- 
cussed, is the high and constantly rising consumption of material 
and cultural values. Here, I only want to emphasise that con- 
sumption cannot simply be reduced to dividing the sum of ma- 
terial goods by the number of inhabitants living in the country. 
Per capita consumption of, say, food, clothing and footwear is, 
of course, an important factor. Yet, it provides a far from com- 
plete characteristic of living standards, not to speak of such a 
complex thing as the way of life. Under socialism, all public 
wealth belongs to the people as a whole and, accordingly, to every 
person. The mineral wealth of the Ural Mountains and the oil 
of Tyumen Region, the wheat-growing steppes of Kazakhstan and 
the vineyards of Moldavia, the Crimea health resorts and the san- 
atoria of the Baltic seaboard, the museums of Leningrad and the 
Olympic facilities of Moscow are real instances of public own- 
ership and the basis of the socialist way of life. 

The way of life also involves non-material factors, e.g. the na- 
ture of human relationships, moral standards and social ideals 
and goals. All these largely determine the daily life of the indi- 
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vidual, his social state of mind and personal dignity. Relations 
of equality, absence of slavish dependence on and _ subservience 
to the “powers that be” and true comradely relations among peo- 
ple, irrespective of sex, nationality and origin, are all important 
components of the socialist way of life. 

Naturally, the socialist way of life does not take shape over- ) 
night. We Marxists are realists. We understand that establishing 
a new way of life involves a complex and lengthy struggle against 
old habits and traditions and the mentality inherited from the 
past. But society is no passive bystander. It stimulates the birth 
of new ideas, new socialist relations, new attitudes to labour and 
new moral ideals and goals. 

The socialist way of life is a complex and multidimensional | 
concept encompassing diverse aspects of human activity, with its 
principal form—social labour—given a central place. Being the | 
Most important source both of material and cultural values and 
of livelihood, it is one of the basic foundations of the economic 
system of socialism and, at the same time, an important compo- 
nent of the socialist way of life. 

Although labour has always been the main source of man’s 
livelihood, it has for ages been forced labour for the benefit of 
the exploiter, a heavy burden, a curse and a punishment for one’s 
sins. And it cannot be otherwise in a society torn by social contra- 
dictions between the idle rich and the toiling poor. No wonder 
the ideologists of a society based on private ownership and class 
antagonisms see its way of life as characterised by the pursuit 
of pleasure and idleness. Having ended exploitation and aliena- 
tion of the individual, socialism restored to labour its true voca- ) 
tion and creative character, and transformed it into a supreme 
social value. Labour for the benefit of all, labour inspired by | 
lofty ideals has become for millions of people the major form 
of activity in shaping the socialist way of life, and is a source of 
creative endeavour and enthusiasm in work and large-scale so- 
cialist emulation. 

A new attitude to labour is becoming a characteristic feature 
of the socialist way of life and part of the daily practice of social- 
ist society. The desire to work better and to be useful to society 


a 
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engenders a mass movement of rationalisers and inventors who 
in 1976 numbered over 4.4 million and submitted almost 5.2 
million proposals (over 14,000 daily) for improving efficiency 
in the economy. The resultant annual economic effect amounted 
to the impressive sum of 4,900 million roubles. 

But not everyone can be an inventor; nor can every field of 
endeavour offer opportunities for invention. Therefore, social- 
ist emulation, a powerful means of asserting oneself in labour, 
has become the most widespread form of showing one’s creative 
attitude to work. Socialist emulation has, in effect, become an 
inseparable feature of the Soviet way of life, a way for Soviet 
people to show their creative abilities and for the individual 
to manifest his new social status and his firm unity with society. 

A distinctive feature of the socialist way of life is steady 
growth of material and cultural well-being based on increasing 
labour efficiency and a state programme of social measures. 
Under socialism, welfare is regarded from a broad and compre- 
hensive viewpoint, implying the need for satisfying material, cul- 
tural and social requirements along with the harmonious devel- 
opment of the individual. A consumer approach, a commodity 
and accumulation cult are as alien to socialism as is the desire to 
own things just for the sake of ownership. The socialist way of 
life does not regard material well-being as an end in itself, but 
as an essential prerequisite for the individual’s perfection and 
harmonious development. Socialism is not against the interests of 
the individual; on the contrary, it is for his sake, for his develop- 
ment as a harmonious personality that socialism opposes the 
cult of things and the mentality of philistine comfort. Soviet 
people are not ascetics and do not disparage material things. 
Under socialism, economic development results in increasingly 
full satisfaction of material needs. Indeed, even cultural require- 
ments cannot be satisfied without material values, without 
building theatres and museums, manufacturing television sets and 
still cameras, printing books and producing works of decorative 
art. However, all these things are not produced just for the sake 
of production, but to promote the comprehensive and harmo- 
nious development of the individual, the supreme asset of so- 
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cialist society. The goal and ideal of the socialist way of life is 
a fully developed individual combining physical health, high mer- 
al standards, better education, broad-mindedness and a scien- 
tific outlook. 

The Soviet citizen is deeply aware of his inseparable links 
with society and kinship with all the people; as a result, he feels 
truly personal concern for all national affairs. When a resident 
of Moscow or Leningrad shows interest in the weather condi- 
tions in grain-producing regions of the USSR, or when both 
urban and rural inhabitants are eager to learn about develop- 
ments at the construction of the Baikal-Amur Railway or the 
Kama Automobile Works and ask questions about the current 
work of scientists, writers and actors, they are not showing idle 
curiousity, but personal concern in matters of national interest. 
This attitude is typical of the socialist way of life. 

The socialist way of life is the same for different nationalities 
and social groups. Yet, within this unity there is variety: in no 
way does socialism lead to the levelling of individual needs and 
tastes; on the contrary, it creates conditions for the all-round 
and free development of the individual and for displaying his 
gifts and abilities. Every man has his own behavioural and voca- 
tional preferences and his own pattern of consumption. Thus, 
within the broad framework of sensible and rational consump- 
tion, the all-round development of the individual is reflected in 
very diverse, individual consumption patterns. Some people 
may be keen collectors of tape recordings, others ardent growers 
of cactuses, and still others enthusiastic collectors of sports badges. 
There may be differences in professional interests and use of 
leisure time: some go in for sports, others read books, and still 
others prefer spending their leisure with their families or friends. 
Tastes, needs and interests may vary, but under socialism the 
variety of personal consumption patterns is definitely based on 
common socialist ideals shaping the single socialist way of life. 


CHAPTER THREE 


MEASURE OF LABOUR AND MEASURE 
OF CONSUMPTION 


The supreme goal of socialist production, discussed in the pre- 
vious chapter, is inseparably linked with the place and role of 
labour in economic development. The supreme goal of socialism 
is to improve the people’s life and to create conditions for complete 
and all-round development of the personality of each and every 
member of society. This presupposes increasingly full satisfac- 
tion of the people’s material and cultural needs. But these are 
constantly rising and becoming ever more complex; hence, the 
correlation between the measure of labour and the measure of 
consumption becomes the determining factor of the economic 
vitality of socialism. 

This correlation takes two forms. First, it is relevant for the 
whole of society in that the possibility of improving the people’s 
welfare, the extent to which their requirements are satisfied, 
and, hence, their consumption levels are all directly dependent 
on the productivity and quality of aggregate labour. This depen- 
dence is constantly taken into consideration in planning produc- 
tion and consumption levels, and presupposes the unity of ends 
and means outlined in the preceding chapter. 

Second, a correlation between the measure of labour and the 
measure of consumption has a direct effect on every individual 
and family. The level of individual or family well-being and the 
possibility of satisfying their requirements are directly deter- 
mined by the efficiency of the work done, either by the given indi- 
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vidual or working members of the family. The above correlation 
is reflected in one of the fundamental principles of socialism, 
namely “from each according to his ability, to each according 
to his work”’. 


1. TO EACH ACCORDING TO HIS WORK 


Labour has always been and always will be the motive force 
of social progress. Today, in the age of the scientific and techno- 
logical revolution this is as true as it was at the outset of humanity. 
“Labour is the father of wealth,” said W. Petty, one of the 
founders of political economy. These words acquire particular 
significance in a society where there are no sources of unearned 
income and all citizens are workers in a single national community. 
In this case, labour gains social recognition and becomes the 
yardstick of human worth. A new and_ exceedingly important 
component takes form within the system of individual needs, 
namely the need to work and benefit society. The Constitution 
of the USSR sets out the new role of labour in society as fol- 
lows: 

“Article 14, The source of the growth of social wealth and of 
the well-being of the people, and of each individual, is the labour, 
free from exploitation, of Soviet people. The state exercises 
control over the measure of labour and of consumption in ac- 
cordance with the principle of socialism: ‘From each according 
to his ability, to each according to his work.’ It fixes the rate of 
taxation on taxable income. 

“Socially useful work and its results determine a person’s status 
in society. By combining material and moral incentives and en- 
couraging innovation and a creative attitude to work, the state 
helps transform labour into the prime vital need of every Soviet 
citizen.” 

In socialist society, the wage system is based on distribution 
according to work, which accounts for wage differentiations. This 
has nothing to do with wage levelling; rather this system is founded 
on the principle of providing all people with equal opportunities 
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to receive an education, improve their skills, apply their abilities 
and also to receive equal wages for equal work. 

The possibility of showing one’s knowledge and abilities is ex- 
ceptionally important. In the USSR, all able-bodied people are 
guaranteed work because of the systematic development of pro- 
duction, which includes creating new jobs. The Constitution of 
the USSR establishes the right of all citizens to work, i. e. to obtain 
guaranteed work and receive wages in accordance with the amount 
and quality of work done, but not lower than the minimum wages 
established by the state. This is a great social gain of socialism and 
a distinctive feature of its economic system. National legislation 
regulates the minimum wage level, which constantly rises along 
with the higher efficiency and scope of social production. 

Today, in a developed or mature socialist society, the right to 
work takes on a new and deeper meaning and gives greater mate- 
rial guarantees. Soviet citizens are entitled to choose their profes- 
sion or type of work according to their calling, abilities, professional 
training and education, and taking into account social needs. This 
right is ensured by the socialist economic system, as well as by 
steady growth of productive forces, free vocational training, im- 
provement of skills, teaching new specialities and providing voca- 
tional orientation and jobs. 

‘The right to work and all relevant guarantees are aimed at pro- 
viding each and every person an opportunity to display his abili- 
ties, so that his contribution to the overall economic achievement 
is maximal and corresponds to his abilities. The possibility of get- 
ting a job in line with one’s tastes and calling and of showing one’s 
abilities are essential prerequisites for the individual’s all-round 
development and self-expression; they are also decisive factors in 
transforming labour into a primary vital need. 

‘The more society does for its members by creating conditions 
allowing them to show their abilities, the greater the individual’s 
output and contribution to the increasing material, intellectual 
and cultural potential of society. This simple truth has been 
obscured by the age-long conflict between society and the indi- 
vidual; now, however, it is becoming the corner-stone of the so- 
cio-economic system of a society based on common ownership of 
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the means of production. This accounts for the fundamental unity 
of social and individual interests. 

This unity of interests has yet another line of interaction: the 
greater the contribution of an individual to the increase of public 
wealth, the greater his reward for his labour. As a result, “to each 
according to his work”, the second part of the principle in ques- 
tion, becomes a reality. 

The principle of remuneration according to the amount and 
quality of work done is actually implemented through a system 
of wages and bonuses, and also through material incentives to 
stimulate the results of collective labour. Wages as such differ 
depending on the complexity of the work, the worker’s skills and 
the end results. 

Under socialism, the wage system is being constantly improved. 
This important work is chiefly aimed at establishing a direct cor- 
relation between final results and material reward. In _prin- 
ciple, everything is clear: under socialism, the final result is 
the fullest satisfaction of social needs at minimum consump- 
tion of resources. In practice, however, this is by no means easy 
to ensure. 

The contribution of a body of workers to the final results may 
be established on the basis of two factors. First, assignments for 
delivery of products must be carried out strictly and completely 
according to the volume, quality and dates stipulated by con- 
tracts between the manufacturing and consumer or trade organi- 
sations. Second, to show the efficiency of utilising resources the 
profit index is used, whose growth (provided state prices are ob- 
served and consumers’ orders filled) expresses in concentrated 
form the savings in raw materials, fuel, and other resources, as 
well as the reduction in labour intensiveness. 

The method of payment to individual workers largely depends 
on the organisation of production and labour at a given enter- 
prise. For instance, organisation of labour on the assembly line 
of a car faetory would differ from that at a plant for producing 
unit items, e.g. large hydraulic turbines, and the like. Hence, the 
specific forms and methods of paying various categories of work- 
ers in different industries have essential distinctions, albeit there 
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is a Major common requirement that wages rise with greater end 
results. 

Workers receive their pay primarily in the form of individual 
wages. The Ninth (1971-75) and Tenth (1976-80) Five-Year 
plans have witnessed the spread of a system of so-called team 
wages in the USSR. These are paid as a lump sum to the entire 
team for all the work done and are subsequently divided among 
team members. This system increases the responsibility of the 
whole team and of every individual member for quality produc- 
tion and fulfilment of work on time. The system of lump pay- 
ment is used in construction, machine-building, and other in- 
dustries; bonuses to workers for good labour performance are paid 
from the general wage fund. 

Apart from wages, other forms of incentives following the prin- 
ciple of payment according to work are also practised in the 
USSR and other socialist countries. In the USSR, for instance, a 
number of funds for stimulating economic interest are set up from 
accumulated profits. The following two funds should be distin- 
guished in order to understand the economic system of socialism: 

a) fund for stimulating the material interest of workers; 
and (b) fund for social and cultural measures and housing con- 
struction. 

The size of these funds is determined by fulfilment of produc- 
tion plans and by efficient use of resources. The general rule is 
the same: the greater the contribution of the collective to the 
growth of public wealth, the larger the two funds, both of which 
are at the disposal of the collective and are used in accordance 
with decisions adopted jointly by the management and trade union 
committee of a given enterprise, with observance of the national 
norms and rules established by what is called Standard Regulations. 
Such joint decisions are concrete embodiments of the democrat- 
ic nature of the Soviet system of production organisation. 

Each of the two funds has its specific purpose. The fund for 
stimulating workers’ material interest is used for paying bonuses 
on a monthly, quarterly and annual basis, or for some specific, 
highly important work. The system of bonuses takes many con- 
crete forms, largely because every collective decides for itself how 
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to use the fund within the framework of the above-mentioned 
Standard Regulations (Instructions). 

As the name itself implies, the fund for social and cultural 
measures and housing construction is designed for other pur- 
poses, e.g. for building residential houses for workers, for financ- 
ing clubs and sports centres, and for organising recreation for 
the workers and their families. The fund may also be used 
for purchasing sporting equipment and musical instruments for 
amateur performers, and for paying professional artists. And part 
of the fund goes for full or partial payment of accommodations 
at holiday homes and sanatoria. Its purpose is to materially stimu- 
late the whole collective, specific production groups (workshop, 
team or sector) and individual workers. 

The funds for stimulating industrial workers are quite large and 
are growing rapidly (see Table 13). 


Table 13 


Funds for Stimulating Industrial Enterprises 
(thousand million roubles) 


Fund 1970 1976 


Fund for stimulating workers’ material 


interestives. 5. $s ee te See me 3.7 5.9 
Fund for social and cultural measures 
and housing construction ...... 1.6 1.9 


As is apparent from Table 13, 7.8 thousand million roubles, 
or over 2 per cent of the Soviet national income, from both 
funds were used to stimulate industrial enterprises. 

In socialist countries, payment according to work is achieved 
in conformity with the important requirement that labour produc- 
tivity should surpass wage increases. For instance, if a worker 
has increased his labour efficiency by 40 per cent, and if distribu- 
tion of wages is achieved according to the work done, it might 
appear that the worker’s wages should also grow by at least 40 per 
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cent, since slower growth would mean violation of the principle 
of wage distribution according to work and be detrimental to in- 
centives for raising productivity. 

This is mot an easy question. Occasionally growth of labour 
productivity is solely the result of the worker’s personal skills. 
Then his wages would rise at the same rate as productivity, and 
with a piece-rate system of payment even more quickly. How- 
ever, this is a special case, since typical and natural growth of la- 
bour productivity normally occurs with progress in science and 
technology. New machines and new production processes appear, 
and they permit a substantial increase in labour productivity. In 
operating new machines, the worker earns more than with out- 
dated equipment, because this generally requires greater skill. 
Yet, one cannot demand that the worker’s pay should rise propor- 
tionally to an increase in labour productivity, since better effi- 
ciency is not only due to the worker himself. 

On the other hand, under modern conditions, branches of 
the non-productive sphere, namely, education, medical care 
and culture, are characterised by rapid progress. Furthermore, 
considerable funds are spent by the state to provide pensions, 
increase minimum wages and salaries, finance science, strengthen 
defence capability, and for other national tasks, and the only 
source of these funds is higher labour productivity in material 
production. Hence, in principle a worker can count on receiving 
as wages only part of the additional resources produced through 
higher labour productivity. In order to achieve the objectives men- 
tioned above, the other portion of these resources must be con- 
centrated in state funds, including those spent on a national scale 
on social measures. The latter are also received by the workers, 
not in the form of wages, however, but as social consumption funds 
the use of which is discussed in greater detail below. Table 14 shows 
the relationship between growth of labour productivity and wages 
in Soviet industry and construction during the period of the 
Ninth Five-Year Plan (1971-75). These two major components 
of material production are characterised by very substantial dif- 
ferences. At present, extensive work involving experimentation is 
under way in the Soviet Union to establish the relationship be- 
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tween these two factors in the form of planned norms to be endorsed 
for a five-year period. As a result, every collective will definitely 
know that a 1 per cent increase in labour productivity would bring 
a wage increase of, say, 0.7 per cent, and this would, in turn, sti- 
mulate a search for production reserves and increase the workers’ 
interest in a more rapid mastering of new machinery. 


Table 14 


Relationship Between Growth of Labour Productivity 
and Growth of Average Wages, 1971-75 (per cent) 


Growth of labour Growth of ‘ 

productivity average wages Ratio 

Industry. ....... 38 27 0.74 
Construction ..... 33 21 0.64 


* The above ratio shows the growth of average wages per I per cent of growth 
of labour productivity. 


By establishing a planned ratio between growth of labour pro: 
ductivity and growth of wages, the state exercises concrete control 
over the correlation between the measure of consumption and the 
measure of work. 

As stated above, the use of various forms of wages acts as an 
incentive to greater labour productivity, to stepping up progress 
in science and technology and saving material resources. This is 
very important, since wage distribution is not merely a passive 
result of production, but an active means for its development 
and improvement. The mechanisin of distribution thus serves 
the supreme goal of socialism, namely, improvement of the peo- 
ple’s welfare. 

In socialist countries, this is given very great importance in 
planning income and consumption policies. The 25th Congress 
of the CPSU charted the basic lines of Soviet domestic economic 
policies, both in long-range perspective and for the current five- 
year period (1976-80). 
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In his report on the Guidelines for the Development of the Na- 
tional Economy of the USSR for 1976-1980, Chairman of the 
USSR Council of Ministers Alexei Kosygin declared: ‘‘As before, 
the Party’s incomes and consumption policy is based on the proposi- 
tion that the principal means of raising the people’s income is the 
growth of remuneration according to labour, which accounts for 
three-quarters of the total accretion of incomes. The purpose of 
such a policy is not only to increase public consumption ... but 
also to enhance the stimulating role of wages and salaries and 
the earnings of collective farmers, making these dependent on 
the end results and higher efficiency of production.”* 

In the course of fulfilling the Tenth Five-Year Plan, average 
wages of workers will go up by 17 per cent, and the income of 
collective farmers from socialised farming by 26 per cent. The 
material incentive funds will also substantially increase, to pro- 
mote growth of the people’s real income and fuller satisfaction 
of their needs, At the same time, it is extremely important to uti- 
lise these vast resources for stimulating the growth of labour pro- 
ductivity; this could be done by making consumption growth de- 
pendent on improved quality and higher efficiency of work. 

The mechanism of distributing goods according to the amount 
and quality of work strengthens the unity of interests of so- 
ciety, production collectives and every individual worker, a uni- 
ty organically inherent in the socialist system. The better this mech- 
anism, the closer the interests. Naturally, this does not pro- 
ceed automatically, since even today there are still people who, 
violating the law and taking advantage of legislative shortcomings, 
strive to give society less and grab more for themselves. Yet, it is 
impossible to transform and re-educate all the people overnight. 
New principles in the economic organisation of society and a 
concomitant new moral and mental outlook are not established 
immediately; they encounter resistance from age-old traditions, 
formed when private ownership and resultant antagonistic inter- 
ests were dominant. 


* Documents and Resolutions. XXVth Congress of the CPSU, Mos- 
cow, 1976, p. 127. 
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However, new progressive trends inevitably triumph over the 
old. While recognising that economic conditions determine so- 
cial ideology, morals and mental outlook, Marxists have, none- 
theless, never denied the active role of the latter in social devel- 
opment. In the USSR, improvement in economic relations and 
consolidation of the principle of wage distribution by work are 
consistently accompanied by efforts to foster a socialist attitude 
towards labour and public wealth and to explain the insepara- 
ble unity of public and private interests. 

In the very beginning of this chapter it was stated that the 
connection between the measure of labour and the measure of 
consumption appears both in relation to the individual and so- 
ciety as a whole. So far, we have mostly examined the measure 
of labour, and shall now deal with the measure of consumption. 


2. SOCIAL CONSUMPTION FUNDS 


Better efficiency of socialist production allows the concentra- 
tion of considerable funds in the hands of the state for achieving 
various social measures. The public receives these funds in the 
form of payments (pensions, stipends and grants) or free ser- 
vices, which are an important source for improving the people’s 
lives and satisfying many very essential needs. In socialist coun- 
tries, these are called social consumption funds. 

The fact that they are consumption funds is obvious, but why 
are they called social consumption funds? In the first place be- 
cause the satisfaction of these needs is paid for by society, and 
secondly because they generally satisfy common needs, e.g. for 
education, medical care, and so on. One and the same school 
provides tuition for hundreds and even thousands of pupils 
over the years. The same can be said of hospitals, polyclinics, 
kindergartens and nurseries. 

A major function of social consumption funds is to dimin- 
ish social differences among people not connected with the 
results of their work. For instance, society bears all expenses 
for medical treatment; these costs do not directly depend on the 
individual’s work, but primarily on the nature of the disease 
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and methods of treatment. Another example concerns grants 
from social consumption funds to families with many children. 
Society bears a considerable part of the expense for their pre- 
school education and pays all their tuition fees. Depending on 
the number of children in the family below work age, some so- 
cialist countries pay parents fixed sums in addition to their 
regular wages or salaries. Thus, differences caused by factors 
not related to work are diminished and conditions created for 
consistently implementing the socialist principle of payment by 
work. 

In the USSR, sooial consumption funds are quite large. 
In 1976, for instance, the allowances and grants provided from 
these funds amounted to 95 thousand million roubles, i.e. 370 
roubles per capita. To understand the significance of this sum, 
one should note that it constitutes 25 per cent of the Soviet na- 
tional income and 33 per cent of the consumption fund. Con- 
sequently, two-thirds of the total consumption fund are received 
by Soviet people as wages, and one-third from social con- 
sumption funds. The same ratio can be seen more concretely 
when comparing the average wages and salaries of factory and 
office workers with social consumption funds (see Table 15). 

The fact that in socialist society social consumption funds 
form the material basis for guaranteeing the individual’s social and 
economic rights is highly significant. The Constitutions of the 


Table 15 
Average Monthly Wages and Salaries of Soviet 
Factory and Office Workers 
Average monthly wages 

Average monthly or salaries plus payments Social consump- 

Year wages or salaries and/or allowances from tion funds 
{in roubles) social consumption funds (per cent) 
(in roubles) 

1965 96.5 129.2 25.3 
1970 122.0 464.5 25.9 
4975 145.8 198.9 26.7 


1977 155.0 212.0 26.9 
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USSR and other socialist countries make secure the outstanding 
achievements of the socialist system and the rights of the people. 
These include the rights to medical care and rest, education and 
housing, social security in old age and in case of illness, and the 
right to enjoy benefits of culture. However, it is easy enough to 
proclaim all these rights, but in the absence of actual guaran- 
tees they may remain on paper or be merely nominal. 

A distinctive feature of the economic system of socialism is 
the reality of all rights that have been proclaimed and consti- 
tutionally confirmed. Every right is supported by firm material 
guarantees based on public ownership of the means of produc- 
tion and a planned economy, and social consumption funds are 
a major means for reliably ensuring the reality of human rights. 

To make sure that this is true, let us examine the structure of 
the social consumption funds in the USSR (see Table 16). 


Table 16 


Payments and Allowances Received by Soviet Citizens 
from Social Consumption Funds (thousand million roubles) 


Payments and allowances 1965 1976 
Education..-2. ¥:koo2 8> wegen (oR 13.2 26.2 
Health and physical culture. ..... 6.9 13.6 
Social security and social insurance 14.4 36.9 
State expenditures on maintenance of 

housing resources .......... 2.3 5.2 
TOTAL....... 41.9 95.0 


Let us now take a closer look at each item in Table 16. All 
stages of education in the USSR, from primary grades through 
higher education, are free of charge. The salaries of school teach- 
ers and college and university instructors are paid by the state, 
and students at higher educational establishments and_ sec- 
ondary specialised schools receive state stipends. All these ex- 
penses are covered by social consumption funds, and this guaran- 
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tees education for all members of society irrespective of their ma- 
terial standing, number of children in the family, etc. Secondary 
education is universal in the USSR. This means that all young 
people receive no less than ten years of schooling and in many 
cases also receive free vocational training at specialised schools. 
This is not narrow professional training, since vocational educa- 
tion is part of general secondary schooling. 

Socialism has achieved a total cultural revolution which has 
resulted, first of all, in a radical transformation in people’s edu- 
cational levels. A brief look into the past is needed, however, to as- 
sess the scale of this revolution. At the end of the last century 
71.6 per cent of the population of tsarist Russia was wholly il- 
literate, and some nationalities did not even have a writing sys- 
tem of their own. Under Soviet power, this was eliminated within 
a very short period of time. By as early as the late thirties, 
illiteracy was completely eradicated. But this was the initial task 
of the cultural revolution. The present goal is to attain high 
educational standards for the population. Table 17 shows what 
has already been done in this respect. 


Table 17 


Comparative Educational Levels of People Engaged in the 
Soviet Economy (higher education and full and partial 
secondary schooling per 1,000 people) 


Social groups 1939 1977 

W.OPKEPS os: aie oe ee HL Berg gis 84 732 
Collective farmers. .......... 18 562 
Specialists and office employees ... . 542 972 
TOTAL. ...... 123 780 


Nurseries and kindergartens, too, are financed by the state. 
From 450 to 500 roubles are annually spent on every child in 
these establishments, of which 80 per cent is covered by the state 
from the social consumption funds. Expenditures on education 
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also include large sums for cultural and educational work, which 
brings the achievements of science, culture and art within the 
reach of broad masses of the population. State subsidies make 
for low admission charges to museums, exhibitions and libra- 
ries, and thus the people’s access to achievements of culture is 
assured. 

In focussing attention on the individual, his needs and all- 
round development, socialism gives utmost attention to improving 
people’s health, not only through treatment, but, what is more 
important, through large-scale preventive and health-improving 
programmes. Other measures are aimed at protecting the en- 
vironment (costs for which in 1976-80 alone will amount to 
11,000 million roubles), developing and improving labour safety, 
sanitation and hygienic conditions. Research is now under way 
how to decrease the sick rate and help people retain their working 
ability till old age. The health of the younger generation is a mat- 
ter of special concern: child labour not connected with training 
or work education is strictly prohibited in the USSR. 

As for health protection measures as such, the socialist coun- 
tries lead the world in many important aspects. Today, there 
are 2.7 million physicians in the world, and 865 thousand or 
almost 33 per cent work in the USSR. Thus, every third doctor 
on earth is Soviet. The whole vast territory of the country is 
covered by a network of medical institutions with the most up-to- 
date equipment, highly skilled specialists and modern transport. 

All this, naturally, demands huge expenditures. In 1976 state 
allocations on health amounted to 11,800 million roubles, or 
5.2 per cent, of the total state budget and almost 3 per cent of the 
national income. In addition, part of the health funds are al- 
located directly by state enterprises and collective farms. Medi- 
cal care is free in the USSR: all health services are an integral 
part of social consumption funds and guarantee the right to 
health protection. 

National income, part of which is used on education and health 
services, is the result of aggregate labour in the sphere of ma- 
terial production. ‘The more effective the aggregate labour, the 
more funds society can allocate on human welfare. Consequently, 
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there is a clear and socially determined connection between the 
measure of social labour and the measure of social consumption. 

Now let us examine two elements of the social consumption 
funds—social and social insurance. All relevant funds provide a 
material guarantee of security in old age and in case of illness, 
complete or partial disablement and loss of the bread-winner. This 
right is guaranteed by social insurance for workers, office em- 
ployees and collective farmers; by temporary disability allowances; 
by old-age, disability and survivor pensions provided by the 
state and by collective farms; by jobs for partially disabled people; 
by care for elderly people and invalids; and by other forms of 
social security. 

Let us consider two major elements of social security and so- 
cial insurance, namely, payments of temporary disability allow- 
ances and pensions. The state social insurance budget, from 
which temporary disability (illness) benefits are paid, consists 
entirely of funds provided by state enterprises and collective 
farms: although people do not pay any contributions to the state 
social insurance fund in case of illness they receive allowances 
from this fund. The sum they get depends on seniority and can 
amount to 100 per cent of their salary or wages. The same ap- 
plies to benefits for pregnancy and care of sick children. 

Pensions are provided to people at a certain age, and also in 
case of complete or partial disablement or loss of the bread-win- 
ner. Pensioners can continue working and simultaneously receive 
their benefits and part of their wages. In the USSR, retirement 
age is one of the lowest in the world, sixty for men and fifty- 
five for women. Pensions are provided to all Soviet citizens, 
whether employed by state enterprises or co-operatives and col- 
lective farms, i.e. to workers, office employees and collective farm- 
ers. The sum depends on length of service and earnings. In 
case the bread-winner dies, all disabled family members and 
children below working age receive pensions. By early 1977 the 
number of pensioners in the USSR reached 45.9 million people, 
30 million of whom were receiving old-age pensions. 

In 1976 a total of 36,900 million roubles, or almost 10 per 
cent of the national income, were spent on social security and so- 
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cial insurance, 25,800 million on pensions and 9,900 million 
on benefits. 

Government spending on housing maintenance is an import- 
ant item of social consumption funds. Rent in the USSR is the 
lowest in the world, amounting to 13.2 kopecks (11 USS. 
cents) per square metre of floor space not including kitchen, 
bathroom, toilet, anteroom and passages, which are all free. 
Rent levels established fifty years ago are still the same today. 
Rent actually compensates only one-third of all expenses on 
housing management and communal services. The remaining 
two-thirds are financed by the state from social consumption 
funds. In 1976, 5,200 million roubles were spent for this pur- 
pose from state funds. The Soviet housing supply is constantly 
increasing, and its management and distribution are always open 
to public scrutiny and are controlled by public bodies, All this 
is ensured by the right to housing established in the Constitu- 
tion of the USSR. 


3. MATERIAL AND MORAL INCENTIVES 


As the saying goes, “The more the benefits, the more the re- 
sponsibilities”. In socialist society, the state surrounds the individ- 
ual with care and attention. Education and medical treatment 
are free; work and housing are guaranteed; the treasures of 
world literature and art are accessible. And, naturally, society is 
entitled to expect the individual to work actively, with initiative 
and efficiency, a requirement based on the firmly established 
unity of social and individual interests. 

What then motivates people in socialist society, impelling them 
to act in its interests? This is rather difficult to explain, especi- 
ally to those who live under a different social system where mo- 
tivations are often directly opposite. Hence, one should start by 
clarifying some general notions and principles, and only then 
provide substantial answers. 

History knows three principal motivations, or rather three 
groups of motivations, governing human activity, namely, exter- 
nal dependence or forced authority, demanding fulfilment of 
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various duties; material self-interest in obtaining certain results 
from labour; and ethical norms or moral duties. In different 
historical periods, the correlation of these motives substantially 
differed. As for the economy, external dependence and forced 
authority were characteristic of the slave-owning and feudal 
systems. 

Before I continue, let me make one small, yet very substan- 
tial clarification. Forced authority in this context is regarded as 
a social factor, i. e. as a means of compelling people to work. 
Essential administrative control is an entirely different matter, 
since its function is to ensure that certain rules always be strictly 
observed during work. Any joint labour is impossible without 
such authority. But this is no longer a social phenomenon, but a 
purely technical necessity, dictated by production techniques and 
management of production processes. This necessity exists in any 
complex or composite labour process. 

Capitalism brings to the forefront economic incentives and 
boundless craving for profit, which permeate all the cells of the 
social organism to become the basic motive of all activity and 
to create a distinctive profit cult where money is deified and 
worshipped. 

The third group of motives—ethical norms and moral duties— 
appeared under various historical conditions, but generally 
outside the economy: heroism on the battlefield, in fighting fires 
and natural disasters, and in educational activities. I could cite 
hundreds and thousands of examples, both past and present. How- 
ever, the only sphere of productive labour which seems rele- 
vant here was the work of artisans who received satisfaction from 
the process of labour itselfi—when their ability and skill produced 
beautiful and useful articles. 

A large majority of people in the past regarded work as a duty 
and forced necessity, and, therefore, a waste of time. In their 
view “real life” starts only outside the sphere of production, and 
there was no question of moral incentives. 

Socialism fundamentally changes the nature of work motiva- 
tions. This change is caused by revolutionary transformations at 
the deepest levels of the economic system of the past, and takes 
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place after public ownership of the means of production and 
unity of public and personal economic interests have become es- 
tablished facts. Then society is no longer divided into working 
and non-working people, and labour itself ceases to be a heavy 
burden forced upon the lower strata, regarded as a divine pun- 
ishment or curse. 

I have already referred time and again to various aspects of 
the unity of public and personal interests under socialism. Now 
we shall discuss this question from the viewpoint of work mo- 
tivation. Under socialism, individual development is and must 
be the sole interest of society. The Constitution of the USSR es- 
tablishes this: 

“Article 20. In accordance with the communist ideal—‘The 
free development of each is the condition of the free develop- 
ment of all’—the state pursues the aim of giving citizens more 
and more real opportunities to apply their creative energies, abil- 
ities, and talents, and to develop their personalities in every 
way.” 

Under these conditions, the interests of society as a whole to- 
gether with personal economic interests become the direct motive 
forces of all individual labour, and the interests of society, 
economic interests inclusive, emerge in relation to the individual 
as ethical norms and rules. 

Marxists were always against “eternal”, extra-historical inter- 
pretations of morals and ethics removed from real economic 
foundations. The ethical norms of any historical period were 
ultimately an expression of the existing economic system and of 
the interests of the ruling class, albeit the latter did its best to 
show that behavioural norms and rules corresponded to the in- 
terests of all. The commandment “Thou shalt not steal!” origi- 
nates in the interests of the class that owns the means of production, 
and would have been pointless in an ancient community where 
land and all implements of labour were common property. 

Under socialism, too, ethical norms and moral principles 
express economic relations and interests; the difference, however, 
is that the economic system of socialism is undergoing deep trans- 
formations. The distinctive feature of socialism from the view- 
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point of work motivation is the organic unity of personal and 
public interests. Correspondingly, material and moral incentives, 
material interests and moral obligations, become united. To see 
only one side of this picture and to ignore its dialectical unity 
would be to distort the nature of socialism and prevent an un- 
derstanding of its essence; therefore, a one-sided approach 
should be avoided. 

Naturally, production itself retains the need for strict fulfil- 
ment of established rules and absolute compliance with produc- 
tion and labour discipline. The idea of “free will” or anarchy 
in production might still have been popular with the petty bour- 
geois who worked in isolation, but it lost all ground in the nine- 
teenth-century mill, not to speak of modern industry. Modern 
and highly organised production is incompatible with lack of 
discipline. 

Measures of compulsion may be taken against all those who 
refuse to take part in socially beneficial labour. In a society where 
sources of unearned income have been eliminated to lead an 
idle life means being a parasite who takes from society without 
giving in return, and, naturally, society cannot tolerate this. 
Everyone is guaranteed the right to work and choose his pro- 
fession. Everyone is free to choose his sphere of activity and way 
of applying his abilities, but to work is the duty of every mem- 
ber of socialist society. 

“There are no rights without duties.” This principle of a 
democratically organised society is being consistently implement- 
ed under socialism. The duty to work is a major obligation of 
every individual, and the Constitution of the USSR formulates 
it as follows: 

“Article 60. It is the duty of, and a matter of honour for, ev- 
ery able-bodied citizen of the USSR to work conscientiously in 
his chosen, socially useful occupation, and strictly to observe la- 
bour discipline. Evasion of socially useful work is incompati- 
ble with the principles of socialist society.” 

When the draft of the new Soviet Constitution was being dis- 
cussed by the people quite a lot was said in the West concern- 
ing the relationship between rights and duties in socialist socie- 
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ty, and Western commentators sometimes tried to prove that 
recognition of social duties would deprive people of rights al- 
together. I am not sure whether this assertion is more a sign of 
ignorance or an ill-intentioned distortion of facts. I would only 
like to remind the reader that the UN Universal Declaration 
of Human Rights formulates this tenet with absolute clarity, 
stating that “everyone has duties to the community in which alone 
the free and full development of his personality is possible” 
and that realisation of all individual rights and freedoms re- 
quires “due recognition and respect for the rights and freedoms 
of others and ... meeting the just requirements of morality, pub- 
lic order and the general welfare in a democratic society”. 

Material interest is a strong motive for work. People work 
actively, increase their labour productivity and strive to obtain 
better end results because they want to improve their well-be- 
ing, further satisfy their material and cultural needs and obtain 
the means for all-round development. When the system of eco- 
nomic incentives is organised properly, all this does not oppose 
the interests of society, since every man is entitled to remune- 
ration only to the extent which his own work increases public 
wealth. 

Under socialism, material self-interest is freed from the fea- 
tures it developed during capitalism, such as the desire for per- 
sonal enrichment at any cost, even to the detriment of society 
and other people, receiving unearned income through exploi- 
tation of others and machinations on the stock exchange. Socia- 
lism frees self-interest from these features and distortions; it 
restores its real character, making personal remuneration depen- 
dent on the efficiency and quality of work. 

Hence, the socialist approach towards self-interest becomes 
understandable, we are for material self-interest, without which 
socialism is impossible, but against directing all work motiva- 
tion to what we in the USSR call “being only out for money”, 
and it is easy to understand why. Self-interest is good only as 
long as it promotes public wealth and the consolidation of socie- 
ty, because selfish material interest impoverishes the individ- 
ual and makes his development one-sided. Hence, in empha- 


MEASURE OF LABOUR AND MEASURE OF CONSUMPTION 95 


sising the one-sidedness of material interest, we support the 
all-round development of the individual. 

Material self-interest does not contradict harmonious individ- 
ual development when based on the primacy of public inter- 
ests and thus organically merged with moral norms and rules. 

What then do we, Marxists, understand by moral incentives 
and ethical work motivations? I think three aspects may be 
distinguished in this large, complex and multidimensional prob- 
lem. First of all, the moral motivation to work appears in the 
desire for self-expression and self-assertion. To make a good, 
elegant and useful thing, to grow a rich wheat crop, and so on 
all give much greater real pleasure and satisfaction than con- 
suming material goods. True, today people generally do not 
manufacture things in isolation. Hence, the above-mentioned 
attitude is modified to the satisfaction the individual feels in 
belonging to a group which is making such fine and useful things 
for society. The desire to feel oneself part of an activity which has 
won social recognition and respect-—and under socialism work is 
in the public limelight—is a powerful incentive both to work 
itself and to working enthusiasm. 

Socialist competition or emulation is an important form of 
individual self-expression in work, which has become an insep- 
arable feature of the socialist way of life. The desire to achieve 
high results in using machinery and in improving the quality 
of products, to show the highest possible labour productivity 
and to teach others your skills and lead them forward—all these 
are powerful work incentives, since they promote attainment 
of social objectives. 

Furthermore, under socialism another work motivation is in 
the awareness of public duty and the desire to be useful to so- 
ciety. New powerful incentives appear when people start to re- 
alise that from now on they will be working for themselves, for the 
society of which they are full and equal members, not for the 
enrichment of their exploiters or the “top echelons”. In social- 
ist society, a personal involvement in work has long ago become 
a symbol of diligence, economy and rationality. Under social- 
ism, the feeling of personal concern and responsibility becomes 
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universal; at first it encompasses the foremost and most con- 
scientious sections of the public, and then all the people. 

Naturally, this does not happen overnight or by magic. 
An honest attitude to one’s own work, to productive labour 
results from a lengthy and complicated process initiated by pub- 
lic ownership of the means of production; communist education 
is aimed at fostering and consolidating this attitude and devel- 
oping the sense of social duty. 

A comprehensive system of specific incentives and encourage- 
ment, which in socialist society are numerous and diverse, is 
aimed at strengthening the ethical and moral motivations for 
work, The best achievements in industry, construction, trans- 
port and farming (e. g. for high crop and high and stable milk 
yields) are marked by awards and titles (Hero of Socialist La- 
bour, State Prize Laureate), The names of winners in socialist 
emulation are posted on boards of honour, they are awarded 
diplomas, and their portraits are put up in the most honoured 
places. Newspapers, radio and television report about them, 
and general schools, vocational schools, specialised secon- 
dary schools, colleges and universities invite them to speak be- 
fore pupils, trainees and students. In short, a front-rank work- 
er is a respected personality in socialist society. All moral in- 
centives have a powerful effect on the individual’s attitude to- 
wards work, encourage quality and serve as a major work mo- 
tivation. 

Moral incentives generally go together with material stimuli, 
and success is encouraged by diplomas and bonuses. Winners in 
socialist emulation are not only highly respected, but receive 
higher wages. This confirms the unity, the organic correlation 
of material and moral incentives: when both are applied these 
two powerful factors create a mighty work impulse and are a 
source of rapid socio-economic progress and better efficiency in 
social production. 
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4, INDIVIDUAL LABOUR 


Under socialist ownership of the means of production, people 
work at large state and co-operative enterprises, and their work 
is systematically organised and organically incorporated in the 
economy. 

Now is individual labour also possible under socialism? In 
fact, the problem of how to organise private labour is often raised, 
for two reasons. The first concerns individual farming, chiefly in 
rural areas, and the second the nature of some types of activity, 
mainly handicrafts. Both have brought about the need for legis- 
lative control of private trades through the Constitution of the 
USSR (similar articles, varying in some specific points, are also 
contained in the constitutions of other socialist countries). 

“Article 17. In the USSR, the law permits individual labour in 
handicrafts, farming, the provision of services for the public, and 
other forms of activity based exclusively on the personal work of 
individual citizens and members of their families. The state makes 
regulations for such work to ensure that it serves the interests 
of society.” 

Now let us assume that a member of a family living in the 
country is seriously ill and needs constant care. In this case, the 
person tending him, naturally, cannot take part in social labour. 
However, since he is able-bodied and has some spare time he is 
allowed to cultivate the family’s individual plot and engage in 
other types of farming. The milk, meat, eggs, vegetables and fruit 
which result are, naturally, quite a fair contribution to the 
family budget. Collective farmers receive the major part of their 
income from working in the socialised economy of the collective 
farm, private husbandry providing about 25 per cent of their ag- 
gregate earnings. { 

Personal plots, as well as fruit and gardening co-operatives, 
cover approximately 1.5 per cent of all cultivated land in the 
USSR, and the farmers are generally retired people, teen-agers 
and, when time permits, members of the family occupied in social 
production. The produce provides an additional source for satis- 
fying people’s needs. The family consumes most of the produce 
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and sells the surplus at urban and rural collective farm markets, 
either privately or through purveyance agencies. 

The use of hired labour for cultivating one’s personal plot is 
categorically prohibited by law. Individual farming is permitted 
for promoting rational management of land and labour resources 
and is therefore encouraged by the Soviet state which helps farm- 
ers cultivate their personal plots and breed livestock, supplying 
them with fodder, organising procurement of vegetables and fruit 
through purveyance agencies, providing them with the simplest 
agricultural implements and selling them fertilisers and plant-pro- 
tecting compounds. 

As for private small-scale handicrafts and services, e.g. manu- 
facture of earthenware and clothing, engraving, photography and 
some other trades, local financial agencies issue special licenses 
permitting the person in question to engage in such activities. In- 
dividual craftsmen pay taxes established by the state. However, 
some jobs, generally of a one-time nature, for example laundering, 
washing windows and floors and chopping wood, are exempt from 
licenses. Private medical practice, e.g. dental treatment and sur- 
gery, may also be regarded as individual work, and free lancers, 
artists for instance, can also be classified as individual workers. 

So much for the legal aspects of the problem. The 1970 cen- 
sus showed that in fact as few as 0.1 per cent of the total work 
force of the Soviet Union, including carpenters, joiners, tinsmiths, 
tailors, shoemakers, knitters, embroiderers, artists, music teachers, 
dentists and some others, were involved in individual handicrafts 
and other private activities. 

In assessing the significance of private work and the legal right 
to engage in it, two factors should be stressed. 

First, the above-cited Article 17 is essentially an expression of 
the democratic nature of the socialist economic system, since it 
ensures the freedom to choose one’s occupation and sphere of 
activity, and also permits the individual to apply his abilities and 
aspirations to improve his living conditions by organising his in- 
dividual farm plot or trade; the democratic nature and humanism 
of this are clearly evident. Naturally, many people do not want 
to work in isolation, apart from a group and, moreover, not every- 


MEASURE OF LABOUR AND MEASURE OF CONSUMPTION 99 


one wishes to use his free time to earn additional money. ‘That 
is why the number of people occupied in individual work is so 
insignificant. And still the right of every person to work private- 
ly is established by law, the only basic restriction being that such 
work should neither violate the interests of socialist society nor 
undermine its foundations. This is ensured through strict imple- 
mentation of the requirement that every person carry out farming 
or trade with his own labour. This condition excludes any pos- 
sibility of exploiting labour and acquiring its fruits, and guaran- 
tees observance of the basic principles of the socialist economic 
system. While encouraging individual work, society keeps strict 
watch that it serve social interests. 

A second aspect of individual work which should be mentioned 
is that individual work does not contradict the nature of the so- 
cialist system. Naturally, individual work is organised different- 
ly from work at socialist enterprises, equipped with modern means 
of production and employing large groups of industrial workers 
with very broad managerial rights. However, under developed so- 
cialism individual crafts are also historically indispensable and even 
inevitable; with this in mind Soviet legislation allows the govern- 
ment to take various economic measures in directing individual 
crafts and trades, to fulfil the principal tasks set forth by the 
state, namely fuller and more rational use of labour resources, 
stepping up production of consumer goods and services and there- 
by attaining higher living standards. 

From its origin to the present day, socialism has always defend- 
ed the interests of working people. And today, under mature 
socialism, the Constitution of the USSR protects all labour, in- 
cluding individual crafts organised on a strictly personal basis. 


5. WORK AS A PRIME NEED 


Labour occupies a central place in the economic system of so- 
cialism. It is the only source of livelihood, the decisive precon- 
dition for social and personal wealth and the paramount factor of 
socio-economic progress. All these features are in the very nature 
of labour, which is essentially purposeful activity directed at 
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transforming nature in order to improve people’s well-being. To 
a greater and greater degree labour is becoming not only a duty, 
but the recognised necessity to work for the good of all, a need 
and prerequisite for all-round development of the individual. So- 
cialism restores to labour its true destiny, which had been dis- 
torted by ages of forced work and exploitation. Without labour 
human life is defective, and people can neither fully reveal their 
innate potential, nor fulfil their intended social functions. 

The new role of labour in human development and the for- 
mation of a new attitude towards work have emerged as a true 
revolution in the entire history of mankind. Indeed from an- 
cient times and through the centuries labour was a painful obli- 
gation. The weight of old traditions still continues to press heavi- 
ly today, even on some people living under socialism, and this 
burden cannot be readily lifted. 

Numerous human values are also associated with such views 
of labour. One of them regards work as cruel punishment and 
misfortune, and considers freedom from labour as happiness. As 
Lev Tolstoy, the great Russian novelist, said: “One of the most 
astonishing delusions is the mistaken view that human happiness 
consists in doing nothing.” 

As a minor digression, let me say that for thousands of years 
people suffered from the delusion that the Sun and other celes- 
tial bodies revolve around the Earth. When astronomers tried to 
prove, on the contrary, that it was the Earth that revolves around 
the Sun, people refused to believe them, and those who per- 
sisted in their proofs were cruelly punished—thrown in dungeons 
or burnt at a stake. Thus, people do not readily give up their 
cherished and habitual views. As in those remote times when they 
refused to believe in the Copernican system, so today people 
smile skeptically when told that labour has become a vital need. 

I do not deny that heavy and exhausting work, or labour which 
enriches the exploiter, could hardly bring joy to the individual 
and become a need, but I am not speaking of such labour. What 
I have in mind is labour freed from exploitation and fully cor- 
responding to the individual’s inclinations and calling; such work 
may not be easy (work is not an amusement and always requires 
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effort}. It demands intellectual effort, a total involvement of 
physical and mental abilities. Finally, this is work that takes place 
under basically different social conditions, when the fruits of 
labour are acquired by the whole of society and by each member. 
Only under all these conditions can (and should) labour become 
not only a social and moral duty, but a prime need. 

The fact that work brings people genuine joy and is instrumen- 
tal in developing the individual’s personality and satisfying his 
needs was not discovered by Marxism. This was long known, and 
the best minds at different historical periods wrote about it. Aesop 
(500-400 B.C.), the wise ancient Greek fabulist, said that 
work brings people delight, and for the past three centuries French 
educators, writers and scholars have also given much attention 
to the role of labour in human life. The philosopher Voltaire 
(1694-1778) claimed that work frees people from three great evils: 
boredom, vice and want. The writer L.Vauvenargues (1715-1747), 
a student of ethics, wrote that awareness of the fruitfulness 
of labour is one of the greatest pleasures. The celebrated micro- 
biologist Louis Pasteur (1822-1895) maintained that once you get 
used to work, you cannot live without it. The outstanding author 
Anatole France (1844-1924) said that labour is the only true 
value in life. The great Soviet writer Maxim Gorky (1868-1936) 
also sang an inspired hymn to labour. In labour and labour alone, 
he wrote, does man reveal his greatness, and the more ardent 
his love for labour the more majestic he becomes. 

The Marxist concept of transforming labour into man’s prime 
need is a natural continuation of the best traditions of world so- 
cial thought. The Marxist outlook assimilates the most important 
humanistic ideas and is based on the natural transformation of 
work’s role and significance in human and social life. The com- 
plete transformation of labour into a prime vital need will occur 
at the highest stage of social progress, under communism. Lenin 
maintained that under communism (in the strict sense of the word) 
work would not be done to obtain the right to specific products, 
and would not be forced. It would be “without expectation of 
reward, without reward as a condition, labour performed because 
it has become a habit to work for the common good, and be- 
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cause of a conscious realisation (that has become a habit) of the 
necessity of working for the common good—labour as the require- 
ment of a healthy organism.”* 

What is labour without expectation of reward? According to the 
Marxist view, communist society creates an abundance of materi- 
al and cultural goods which permits it to begin to distribute them 
according to need. As a result, every man would receive all the 
goods necessary for satisfying his needs, irrespective of the type 
and results of his work. Naturally, this also assumes a qualitative- 
ly new level of production per se and the emergence of a new in- 
dividual, raised in the communist spirit. Under these conditions, 
a highly developed sense of duty and an understanding of the 
necessity of labour for the benefit of all, not the desire for per- 
sonal reward, become the immediate work motivations and with 
time this attitude becomes habitual. 

On the other hand, labour freed from all forms of external de- 
pendence shows to the fullest extent its immanent characteristic 
—as a need of a sound and comprehensively developed individ- 
ual. The need really exists, based on the very biosocial nature of 
man. Procuring one’s livelihood, something that in the course of 
human development is transformed into work, is the foundation 
of mankind’s existence. As a generic being, man cannot exist 
without work; hence, work is inherent in his very nature. 

Social conditions can infinitely transform this human property, 
but they cannot eliminate it. In a society split into antagonistic 
classes labour emerges as the lot of only the “lower” stratum of so- 
ciety, and idleness the “occupation” of its “higher” or privileged 
layer. The social sources of all views regarding labour as a bur- 
den and freedom from labour as a blessing are precisely in this 
division. These views become stronger when there is too much 
heavy and dull work and people are chained all their lives to a 
narrow speciality. 

Now if social conditions engendered such opinions, then differ- 
ent conditions should result in a new outlook on labour, which 
would form when all sections of the public begin to work, since 


* V. I. Lenin, Collected Works, Vol. 30, p. 517. 
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labour would then become man’s supreme moral duty, the object 
of universal respect. This would happen also with changing work- 
ing conditions, under which labour itself would become creative 
and intellectualised. 

It should be emphasised that the concept of labour’s transfor- 
mation into a prime vital need also involves the need to overcome 
existing forms of the division of labour, which lead to one-sid- 
ed specialisation. The situation in which man is chained to one 
type of work, the monotony of operations lead to man’s one-sided 
development, both physical and mental, albeit he does develop 
professional skills. An essential and even indispensable condition 
for all-round individual development and an important precon- 
dition for transforming labour into a prime vital need is the eli- 
mination of the individual’s narrow development and monoto- 


nous work. 


CHAPTER FOUR 


SOCIALISM—A PLANNED ECONOMY 


A logical consequence of public ownership of the means of 
production is a planned economy, one of the most important 
distinctive features of the economic system of socialism. 

In a society based on private ownership and pursuit of private 
self-interest, economic development proves to be a result of dif- 
ferent and often opposed forces. This inevitably leads to anar- 
chy and competition, not because proprietors want it, but because 
it is inescapable. All entrepreneurs seek to rationalise production, 
improve equipment and introduce scientific organisation of la- 
bour, all these quite often yield tangible results, a fact Marxism 
never denied. However, the crux of the problem is that under pri- 
vate ownership of the means of production rational and planned 
organisation of labour within the framework of a given enter- 
prise (concern or company) is accompanied by anarchy in the en- 
tire economy; this is a natural outcome, since planned manage- 
ment of the economy at any given level requires a single master, 
and that is precisely what the capitalist system lacks. 

Large capitalist countries have experience in programming and 
forecasting their economies, but the essence of the problem re- 
mains the same. Practice shows that no single country where pri- 
vate ownership is dominant has ever been successful in over- 
coming crises, unemployment and inflation, the obvious signs of 
anarchy in production. 
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The planned economy inherent in socialism replaces anarchy by 
the planned, purposefully directed control of economic processes. 
Well-organised control of social processes supersedes the blind 
play of spontaneous forces. 

But this might seem to contradict the familiar Marxist tenet 
that economic development is subject to objective laws which are 
essentially independent of human will and consciousness. No, there 
is no contradiction here; as with the laws of nature, once these 
laws become familiar they lose their destructive power and begin 
to serve people. Suffice it to compare the behaviour of electricity 
in lightning and in modern lighting and power devices. It is not 
only a matter of knowing the laws of electricity; the main point is 
that people have acquired the means of applying them, albeit 
this does not mean that the laws themselves have lost their objec- 
tive nature. 

Under socialism, people not only come to know economic laws, 
but are provided with powerful means for applying them in their 
own interests. The principal means is a planned economy, per- 
mitting society to consciously and purposefully control economic 
processes through knowledge of their nature and to apply in its 
own interests the laws inherent in economics. The material foun- 
dation of this is the transformation of the national economy into 
a single complex, a single economic organism. 


1. A SINGLE ECONOMIC COMPLEX 


When we speak of transforming the economy into a single 
complex, we imply a two-sided process. The primary aspect char- 
acterises the material and technical issues involved: it is in the 
continued division of labour and development of specialisation 
and co-operation, due to which all the components of the eco- 
nomic mechanism, all the branches and enterprises are con- 
nected by hundreds and thousands of interrelations and inter- 
dependencies. Under modern conditions, all the economic 
branches and enterprises in the USSR* and all the Union and 

* In the USSR, there are 44.6 thousand industrial enterprises, 27.7 


thousand collective farms, 19.6 thousand state farms, and many con- 
struction, transport, sale, and other enterprises. 
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autonomous republics are bound up in a single economic system 
to form an integral complex. 

However, the reader might argue that social division of labour 
does not develop only under socialism. True, any developed cap- 
italist country has a complex system of economic relations and 
dependencies, ie. a single economic complex. This engenders 
the necessity of a planned economy, which in turn objectively 
prompts the quest for different ways of programming and fore- 
casting. Yet, a necessity cannot automatically become a possibil- 
ity, and for planned management to become possible, one highly 
important condition mentioned above is essential, namely, the 
need for a common owner. Now, it is common knowledge that 
any joint and relatively large-scale project requires management. 
For instance, a solo violinist does not need a conductor, but an 
orchestra does, and similarly a factory cannot work with any 
tangible success without an administration. It is frightening to 
imagine what would happen on railways or highways without 
management, a dispatcher service or traffic control. 

All this is equally valid for the economy, in which streams of 
goods, materials, funds and information circulate much more 
intensively than any kind of transport. Hence the need for cen- 
tralised planned management. When Marxists say that such man- 
agement has become an objective contemporary need, they are 
simply stating a sufficiently obvious truth. When they say that 
common social ownership and planned management of the econ- 
omy are possible only under public ownership they are merely 
bringing the idea to its logical conclusion. 

Public ownership creates the possibility of planned manage- 
ment of the economy. And this premise introduces the second 
aspect of our problem, characterising the formation of a single 
economic complex. Above I referred to the material and tech- 
nical issues involved, and shall now dwell on the socio-economic 
aspects. Private property undermines the unity and integrity of 
the economy and is an obstacle to the rational and efficient man- 
agement of social production as a whole. 

Public ownership of the means of production completes the 
process of forming a single economic complex. It makes the state, 
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the people’s plenipotentiary representative and instrument of 
democratic rule, the “master” of social production or the single 
manager of the economy. 

The socialist state is the nation’s economic centre, the head- 
quarters of economic management (in this case, the state is 
regarded solely from the viewpoint of its economic functions). 
Only the state is capable of providing a solution to the problems 
of developing the economy as a single whole, a solution that 
would ensure proportional and rational deployment of productive 
forces all over the country, creation of a common transportation 
and power system, a common monetary and credit system, and 
so forth. The state plans and implements an integrated policy 
for developing science and_ technology, allocating funds and 
controlling prices, incomes and consumption. 

Under socialism, the state controls the development of separate 
industries, as well as intersectoral and territorial production 
complexes; it also supervises industrial, agricultural, and other 
enterprises and amalgamations and controls the nation’s ex- 
ternal economic ties through foreign trade and currency mo- 
nopolies. 

As a distinctive feature of the economic system of socialism, 
the single economic complex involves not only production, but 
distribution and exchange, and, therefore, presupposes planned 
control of the formation and distribution of income, prices, 
funds, credits, commodity turnover, etc. This can be achieved 
only on the basis of state plans of economic and social develop- 
ment. 

All the above is duly guaranteed in the new Constitution of 
the USSR. 

“Article 16. The economy of the USSR is an integral economic 
complex comprising all the elements of social production, distri- 
bution, and exchange on its territory. 

“The economy is managed on the basis of state plans for eco- 
nomic and social development, with due account of the sectoral 
and territorial principles, and by combining centralised direction 
with the managerial independence and initiative of individual 
and amalgamated enterprises and other organisations, for which 
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active use is made of management accounting, profit, cost, and 
other economic levers and incentives.” 

The single economic complex includes all branches of material 
production, and also the non-productive sphere. The former are 
organically interrelated and mutually complementary units char- 
acterised by an intensive interexchange of commodities and ser- 
vices. The structure of material production may be expressed 
through its share in the national income. 


— industry 


— agriculture 


— transporl and 
communications 


—consfruction 


—commerce, purveyance 
and material and 
technical supplies 


Structure of Soviet national income in 1976 
(as a percentage of the total) 


Under socialism all spheres, branches and enterprises within 
the single economic complex function systematically on the basis 
of state plans of economic and social development. The major 
advantages of the economic system of socialism are the absence 
of anarchy, spontaneity, commercial secrets and ruthless compe- 
tition, Socialism makes it possible to develop production on the 
basis of the latest scientific achievements and to use science to 
improve living standards. All these factors, however, are still only 
potentials which are not realised automatically: society must 
implement them so that they serve all its members. This is some- 
thing that can be done only by creating an efficient system 
of planned economic management, 
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Planned management of the economy is an essential element 
in the economic system of socialism. It ensures development of 
social production as a single well-adjusted mechanism, and a 
systematic rise in efficiency, rational utilisation of labour, mater- 
ial and financial resources and steady improvement in living 
standards. The sixty-year-old history of planned management in 
the USSR has shown its unquestionable advantage over market 
competition. 

Now just a few very general facts to prove my point. First, 
planned management of the socialist economy brought about the 
elimination of economic crises with all their destructive conse- 
quences. In no single year, except at the time when the USSR 
was under attack by foreign invaders, did the nation’s industrial 
production decline. Steadfast growth and high rates of develop- 
ment of social production made the Soviet Union a world eco- 
nomic leader, and today it ranks first in output of coal, petro- 
leum, steel, cement, tractors, diesel locomotives and some con- 
sumer goods, all this resulting from planned economic manage- 
ment. 

Sometimes we hear that despite high production rates Soviet 
industry is less efficient than that of developed industrial 
nations. Yes, some Soviet efficiency indices are still behind, but 
I can safely say that this is temporary: their dynamics shows the 
doubtless superiority of socialist management. For instance, in 
1951-76, the growth rates of social production in the USSR and 
the USA equalled 6.8 and 2.3 per cent respectively, the corres- 
ponding percentage of industrial growth being 6.1 and 3.5 per 
cent. During the same years, the Soviet and American national 
incomes per capita increased 5.1 and 1.7 times respectively, the 
figures for 1971-76 being 31 and 12 per cent respectively. It is 
thus easy to see that Soviet development rates are two to three 
times ahead and that the USSR will inevitably (and very soon) 
overtake the United States. 

Second, planned management of the economy permits the 
complete elimination of unemployment, a terrible social scourge 
in capitalist society. Today it can be considered historically prov- 
en that full employment can be ensured only through planned 
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economic management, by co-ordinating the increase in labour 
resources with the creation of new jobs. ‘The point is that every- 
body can be provided with a job only if the entire economy devel- 
ops in a co-ordinated and balanced manner, and this is impos- 
sible without a general state plan. Full employment for all, an 
accomplished fact under socialism, is accompanied by constant 
growth of the labour force and a steady improvement in living 
standards. Participation of all able-bodied citizens in social pro- 
duction is a powerful incentive to economic progress. No less 
important are the social consequences of the elimination of 
unemployment: uncertainty about the future and fear of losing 
one’s job have once and for all been done away with in socialist 
society. 

Third, planned management of the economy can ensure stable 
prices and thus exclude inflation. The socialist state does not 
reject the idea of using prices as an active lever in management. 
Prices of individual commodities may go up, but this would si- 
multaneously involve compensatory price cuts on other goods, 
and the overall price level and, consequently, the purchasing 
power of the rouble would remain the same. On March 1, 1978, 
the Soviet Government raised prices on gold, jewelery, petrol, 
coffee and cocoa-beans; at the same time, state retail prices on 
black-and-white TV sets, refrigerators, textiles, synthetic clothing, 
certain types of footwear, and synthetic detergents went down. 
But the general level of retail prices remained stable. Such 
measures are extremely important for a steady improvement of 
living standards. 

Now, before I proceed to specific issues of planned manage- 
ment, I would like to say that the economic system of socialism 
is exceptionally dynamic. This is apparent in the continually 
growing scope of production and improved technological levels, 
the greater concentration and intensification in production, 
specialisation and co-operation in the economy; far-reaching 
changes in the economic structure and increasingly complex 
economic relationships. In the socialist economy, every stage of 
development has its concrete objectives and tasks, and correspond- 
ing specific forms and methods of planned management. If these 
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forms and methods, which were worked out for specific stages 
of development, are not modified, they may begin to slow down 
economic growth. Socialist economy ensures a constant creative 
quest for new forms and methods of economic management, and 
also flexible and timely improvement of these forms and methods. 
Planned management, especially under developed socialism, is a 
complex, scientifically grounded creative process. 

It should be emphasised, however, that changes dictated by 
the requirements of economic development involve specific forms 
and methods of socialist management. At the same time, the 
constant principles, social essence and orientation of socialist man- 
agement reflect the general features inherent in the economic 
system of socialism, not the specific individual stages of economic 
development. Hence, no matter how profound the changes in 
the managerial system, they cannot affect the socialist nature of 
planned management. 


2. ECONOMIC PLANNING: OBJECTIVES AND METHODS 


Under socialism, the economic plan is a very important means 
of co-ordinating the efforts of society for achieving definite goals. 
For such co-ordination to actually occur, all the participants in 
joint labour must have commonly directed interests. The great 
Russian fabulist I. A. Krylov (1769-1844) wrote how a swan, 
lobster and pike all tried to pull a loaded cart his own way. They 
did not get far, for the swan pulled skyward, the lobster back- 
ward, and the pike towards the river and no matter how much 
they tried the cart naturally stayed where it was. Planned man- 
agement of the economy requires that interests be unidirection- 
al and governed by a common (national) aim and a common 
sovereign master. Under such conditions which, as my earlier 
reasoning shows, are created precisely under the socialist econom- 
ic system, planning becomes real and effective. 

In the USSR, the state plan sets tasks for appropriate enter- 
prises, bodies and institutions. These assignments, in the form of 
figures, norms and requirements, embody the will of the nation 
raised to the level of state law. As the supreme sovereign, the 
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people, aided by the government and management bodies that 
they have established, are in charge of all public wealth and de- 
termine the tasks for various branches, economic regions, and 
enterprises. 

Let us now see how the sovereign will of the people is realised 
in the USSR. To begin with, five-year plans of economic and 
social development occupy a central place in the system of plan- 
ned management. Planning begins with determining the princi- 
pal trends in economic development for the forthcoming five years. 
The trends are published in the press in the form of drafts and 
are then discussed by all the people. For example, 7.6 million 
people stated their views during public discussions of the Guide- 
lines for the Development of the National Economy of the USSR 
for 1976-1980, and a great many of their proposals were subse- 
quently published in the Soviet press. All in all, working people 
made over one million suggestions which showed their truly per- 
sonal involvement in increasing public wealth. 

Then, taking into account the results of the national discussion, 
the Guidelines are debated by a Soviet Communist Party congress, 
whose decisions are the basis of a detailed working out of assign- 
ments. The work is supervised by the State Planning Committee 
of the USSR Council of Ministers together with the State Plan- 
ning Committees of the Councils of Ministers of Union republics, 
in co-operation with other economic bodies. The resultant draft 
of the five-year plan is then submitted for approval by the USSR 
Supreme Soviet, the supreme legislative body elected by direct, 
equal and secret ballot. As soon as the Supreme Soviet adopts 
the plan, it becomes law. 

Based on the approved plan, ministries, agencies and the Sup- 
reme Soviets of Union republics set appropriate tasks for subor- 
dinate enterprises and amalgamations. 

The total scientific validity of the five-year plan is guaranteed 
by the comprehensive and thorough study it undergoes at differ- 
ent levels, involving the broad participation of scientists, spe- 
cialists, and representatives of public bodies, e.g. trade unions, 
the Komsomol, and others. The five-year plan specifies major 
assignments for the economy as a whole and also for the indus- 
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tries and territorial production complexes. These assignments are 
established for each year of the five-year period and are made 
known to every individual enterprise and amalgamation, to en- 
sure effective and co-ordinated activity throughout the entire 
society and all its economic units, the common rhythm of aggre- 
gate labour. The plan is based on a careful study of the state of 
the economy, which takes into account progressive trends in 
science and technology and changes in social and personal needs. 

It should be stressed that with regard to both major objectives 
and development-and-implementation techniques, Soviet plans 
embody the democratic and humanistic principles of the social 
system of socialism. In the main tasks of the five-year plans the 
supreme goal of socialist society is made concrete, formulated as 
planned directives. Hence, the state plan is not simply an admin- 
istrative document, but a decision expressing the will and inter- 
ests of the people and supported by a scientific analysis of econom- 
ic processes. This determines the effectiveness of state plans, giv- 
es them national support and makes them into an instrument with 
tremendous organising and mobilising power. Successful fulfil- 
ment of all state plans becomes not only the duty of every pro- 
duction group, but the ethical norm of human behaviour. 

The procedure or “techniques” of planning is essentially based 
on needs, some of which are quite clearly determined by produc- 
tion technologies. For instance, the need for coal at thermal 
power stations is determined by coal consumption rates for gen- 
erating electric energy. If a station is to generate, say, 5,000 
million kilowatt-hours of electricity annually, and the rate of 
fuel flow is 350 tons per kilowatt-hour, then its coal requirement 
would equal 1,650,000 tons a year. 

It is harder to reckon the need for new technologies because, 
in addition to the requirements of new enterprises and need to 
modernise old ones, one should also foresee the possibility of new 
technical advances in the course of the five-year period. Fore- 
casts of scientific and technical development play a major role 
in this, albeit they cannot predict everything. For that reason, 
in addition to figures on the production and introduction of 
machines, equipment and instruments, the plans also include re- 
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serves needed to reconstruct the economy in line with scientific 
and technological advances. 

Finally, mention should be made of people’s needs, which are 
of decisive importance when drafting plans. Most of these needs 
can also be gauged with sufficient accuracy on the basis of scien- 
tific research, analysis of demographic processes, prognostication 
of demand, etc. Naturally, it is impossible to foresee in all detail, 
say, the demand for footwear and clothing influenced by chang- 
ing styles. But then there is no need for that, since factories are 
given very generalised assignments, with the concrete assortment 
and nomenclature determined by economic contracts with trad- 
ing organisations. This system permits a combination of cen- 
tralised planning and flexible and timely adaptation of 
production to the rapidly changing needs and demands of the 
population. 

However, learning about needs is only the initial stage in 
planning. It is no less important (and complicated) to determine 
the ways and means for satisfying them. Needs and production 
are co-ordinated through the balance method in planning, a 
method based on systematic co-ordination of the volume and 
structure of production with the volume and structure of requi- 
rements, to ensure proportional and dynamic development of the 
economy and prevent disproportions, violating the normal course 
of social reproduction. Socialist planning involves consolidated 
balances, including inter-sectoral balances, national income bal- 
ances, and cost and natural (material) balances for the respec- 
tive branches of industry and types of products, e.g. metal ba- 
lances, cereal balances, etc. 

To guarantee stability of economic growth and rapid switch- 
over of production necessitated by changing social needs, the 
balances specify the creation of necessary reserves. In this case, 
the general ratio may be expressed by the following formulas: 
P 


G > lor P = Q + a, where P is the output of a given 


product; Q—the need for the product; and a—the increase in 
planned reserves. 
The balance method reflects the relationship which forms 
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objectively in the economy between the volume of production 
(resources), on the one hand, and social requirements, on the 


other. The balance structure itself expresses this relationship (see 
Table 18). 


Table 18 
Metal Balance (million tons, figures arbitrary) 


Resources Amount Consumption Amount 


. Remainder by . Domestic consump- 
beginning of year tion... 

. Volume of produc- 
tion. 2... 1. . Exports 

. Imports 3. Growth of reserves 


Total. .... Total . 


. Remainder by end 
of year . 
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However, the balance method does not exhaust all planning 
techniques. The programme-target method also has major sig- 
nificance in management of the socialist economy. It is based on 
specifying the principal objectives of socialist society and deter- 
mining the aggregate of measures and conditions for their achieve- 
ment within fixed periods. In practice, this method is achieved 
by developing comprehensive goal-oriented programmes for solv- 
ing major socio-economic or scientific and technical problems. 
Such basic programmes have resulted in a network of large pow- 
er stations and the Ural-Kuznetsk coal and metallurgical cen- 
tre; the method is also currently being used in setting up the West 
Siberian oil and gas complex and developing farming in the non- 
chernozem region of Russia. 

Each programme includes clearly specified ultimate goals, cal- 
culation of the amount of resources needed, i.e. capital invest- 
ments, development of a transportation system, creation of pro- 
duction and social infrastructures, training of personnel. The 
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programme also determines the required time periods for various 
operations and specifies the responsible organisations. Large-scale 
goal-oriented economic programmes are commonly drawn up for 
10-15 years, and sometimes for longer periods, which are in turn 
subdivided into five-year cycles; the respective assignments are, 
therefore, determined within the framework of five-year econom- 
ic and social development plans; these programmes are co-or- 
dinated or “docked” with sectoral and territorial aspects of a 
given five-year plan. 

In ensuring a comprehensive approach to economic develop- 
ment, use of goal-oriented programmes acquires special signifi- 
cance under developed socialism. The current level of Soviet 
economic growth permits the method to be applied at a higher 
level. It also opens the way to strengthening the comprehensive, 
intersectoral character of planning, to a rise in effectiveness of 
the entire planning system, directing planning more towards at- 
taining the major economic and social objectives of socialist so- 
ciety and to a substantial improvement of efficiency of social 
production. 

Increasingly wide use of modern economic analysis techniques, 
simulation of economic processes and employment of computers 
are some of the efficacious means for enhancing the quality of 
planning. The Main Computing Centre of the USSR State 
Planning Committee, as well as the respective ministries, agen- 
cies, production amalgamations and scientific institutions are all 
equipped with up-to-date computers which permit a substantial 
improvement in planning efficiency, not simply by speeding up 
calculations, albeit this is also quite important, but by comparing 
different versions or alternatives of planned decisions and, based 
on a given criterion, selecting optimum versions of economic 
growth. Naturally, the criteria themselves are determined by 
people, not by computers; they are socially determined and reflect 
the nature of the economic system and the objectives that socialist 
society sets for itself at a given stage of development. 

Modern computers are reliable aids in planned management, 
albeit only when economic planning becomes both necessary and 
possible. Full and effective use of computers for planned manage- 
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ment of the economy is possible only with public ownership of the 
means of production, i.e. when the people are the true masters of 
social production. 

The USSR has fifty years of experience in developing and 
implementing five-year plans: the first plan dates back to the 
autumn of 1928, and the tenth jubilee plan will have been 
completed in 1980. The Soviet term “five-year plan” is now 
widely used in many countries. 

Each five-year plan raises the Soviet Union to a new level, 
with an increasingly wide economic step taken each time. The 
absolute volumes of production growth, i.e. the increase in pro- 
duction during each five-year period, is growing consistently 
(see Table 19). 

Although there is continuity and consistency among the five- 
year plans, each one still has its distinctive features. The current 
five-year plan (1976-80) is aimed at ensuring a radical improve- 
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Mean Annual Absolute Growth of Soviet Industrial 
Production by Respective Five-Year Periods* 


Five-year plans 


(years) GQ go @ npn gp nA SB Ss se cs 

= So iQ i> iS io So 

2 ye ee Ea ae 

‘ee a oe ae oe ee 
a 

production © us BS be Oe ue BS ES ue Us 

eUOU AD BD BD PD oD PD PLD OAT KS 


Electric energy, 

thous, million kwh 2.1 4.5 4.4 9.615.824.4 42.9 46.959.5 68.3 
Petroleum, incl. gas 

condensate, million 

tons .... +. . 2.4 1.40.9 3.7 6.615.419.0 22.0 27.6 29.8 
Steel, million 


tons ....... 0.4 2.40.2 3.0 3.6 4.0 5.4 5.0 5.1 5.4 
Mineral fertilisers, 
million tons. . . . 0.2 0.5 0.02 0.9 0.8 0.8 3.5 4.8 6.910.7 


" The First Five-Year Plan was completed in four years. The Third Five-Year 
Plan was interrupted by the Great Patriotic War of 1941-45. The figures for the 
Tenth Five-Year Plan are based on planned assignments, not on actual growth shown 
for the other five-year periods. 
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ment in efficiency of production and the quality of products, 
thereby providing a further rise in living standards and develop- 
ment of the socialist way of life. 

Five-year plans are drawn up not only in the USSR, but in 
other socialist countries. The objective necessity for broad and 
multilateral co-operation prompted the socialist countries to start 
co-ordinating their economic plans. As a result, the Council for 
Mutual Economic Assistance (CMEA) was established in 1949 
as a collective body for co-ordinating the plans of economic de- 
velopment in socialist countries. Co-ordination is based on prin- 
ciples of free will and national sovereignty, and CMEA member- 
nations are not subject to compulsory decisions by any suprana- 
tional body. Co-ordination of economic plans also allows the co- 
ordination of efforts of socialist countries, a decrease in the time 
needed for solving socio-economic problems and an increase in 
the effective utilisation of resources. Naturally, the planning 
practices of individual socialist countries retain some specific 
elements associated with their distinctive economic and historical 
development. Planning, while a major component of socialist 
economic management, is not the only element. Also of impor- 
tance is the consistent implementation of planning principles and 
the improvement of the organisational framework. 


3. PRINCIPLES AND STRUCTURE OF MANAGEMENT 


To manage as huge a complex as the Soviet economy is an 
exceptionally complicated and difficult task. In order to ensure 
effective planned management, the USSR has a system of eco- 
nomic management bodies which is constantly being improved; 
it ranges from supreme state agencies to local production sec- 
tions. The principles of socialist economic management were 
developed by Lenin and are called the Leninist principles of 
management. They have assimilated the total accumulated hu- 
man experience in management, while simultaneously taking 
into account the distinctive features of socialist economy. 

Leninist principles of management involve some general tenets 
inherent in any economic management system, e.g. a scientific 
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approach, need for managerial techniques that are adequate to 
the nature of the managed unit, effective management, and so 
on. These principles are in themselves not specifically socialist, 
albeit they are filled with new content under socialism. In the 
present study it is important to describe the specifically socialist 
principles of economic management. 

The characteristic features of socialist economy are primarily 
reflected in the principle of planned management. The economy 
can successfully operate as an integral system, provided losses 
due to unco-ordinated actions and conflicting interests are first 
eliminated. This can be achieved only when all economic activity 
is channelled in the same direction and is subject to the same 
requirements. The need for co-ordinated development of the 
economy is thus reflected in the principle of planned manage- 
ment. 

Common and unidirectional interests arising from public 
ownership of the means of production should be supplemented 
by singleness of will and action, achieved through planned man- 
agement of economic processes. The various aspects of the plan 
and its methods of elaboration, the ways of making assignments 
to those who will actually carry it out, and incentive mechanisms 
may and do change for numerous reasons, e.g. the level of eco- 
nomic development, the demands of scientific and technological 
progress, external conditions, quality of management, and so on. 
Despite all the changes, however, planned management remains 
unaltered, permitting us to characterise planned development 
as the principle of socialist economic management. 

The principle of democratic centralism occupies a central 
place in management of the socialist economy. Observance of 
this principle presupposes management from a single centre plus 
broad development of initiative and self-sufficiency in production 
sections, labour collectives and among all the people. Both cen- 
tralised management and individual initiative are essential be- 
cause without the former, without subjecting all activities to a 
common working rhythm, planned management and _ successful 
development of the economy are impossible. Can you imagine a 
railway network, a power system or any large modern enterprise 
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operating without centralised management? Of course, not. And 
despite its very specific character, socialist economy as such is 
also a kind of huge enterprise which cannot operate normally 
without centralised management. 

However, a democratic spirit, initiative and self-sufficiency 
are likewise inherent in management of the socialist economy. 
Every section, every working collective does not simply function 
mechanically but is a self-sufficient living organism that should 
be given its due rights and opportunities to display initiative and 
a creative approach. 

The objective need to combine these two factors is expressed 
in the principle of democratic centralism. Formally speaking, the 
two factors might appear incompatible and mutually exclusive. 
Actually, however, the centralism and democratic nature of the 
socialist economic system presuppose and supplement one anoth- 
er, because both have the same social nature and reflect the 
unity of dominant social interests. Centralised decisions reflect 
the supreme interests and will of the people, and are, therefore, 
essentially democratic. As for initiative and self-sufficiency, both 
imply concern for the common good, since better economic 
efficiency is in the basic interest of every production collective 
and individual worker. 

Democratic centralism is an invariable principle of socialist 
economic management, albeit at every major stage of develop- 
ment it has different contents and forms depending on concrete 
historical conditions. But for all the differences the basic trend 
involves the mutual development of both of its elements. 

The reader might ask whether it is possible. Certainly it is, 
as practice vividly shows. Under modern conditions, greater 
centralism is manifest in the increasing attention by planning 
agencies to global, strategic problems of economic development. 
(Incidentally, an increase of centralism cannot be identified 
with the growing number of problems to be solved by central 
agencies.) This substantially improves the quality and efficiency 
of planned management. At the same time, more and more 
problems are handed down to local management bodies, includ- 
ing individual enterprises. This promotes initiative and active 
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involvement of the working masses, and, in effect, clearly shows 
the two-sided development of democratic centralism. 

The integral Soviet economic system involves an aggregate of 
branches and the economies of Union republics, regions and 
large territories, e.g. the Central Economic Region, the Urals, 
Siberia, the Caucasus, Central Asia, etc. Hence, an important 
task of planned management is to ensure co-ordinated economic 
development, both sectoral and territorial. This task is met by 
consistently observing the principle of unity of sectoral and ter- 
ritorial approaches. 

The Soviet economic management system is organised on the 
sectoral principle; it includes the ministries of machine-building, 
ferrous and non-ferrous metallurgy, chemical engineering, agri- 
culture, railways, automobile transport, and others. The sectoral 
approach is necessary for pursuing an integrated policy in science 
and technology and for appointing bodies responsible for satis- 
fying various social requirements. The territorial approach is 
just as necessary, because of the many nationalities in the USSR, 
the great variety of natural and economic conditions and the 
need for finding comprehensive solutions to problems of econo- 
mic development in all the Soviet republics and economic regions. 
The territorial approach allows rational utilisation of la- 
bour resources in different regions of the country and the 
development of education, health services, housing construction 
and culture. 

The principle of a united sectoral and territorial approach 
requires that, in making managerial decisions, both of these as- 
pects be taken into account. This requirement is reflected in 
economic plans, which include co-ordinated assignments for de- 
veloping industries and territories, and the system of management 
bodies. For example, numerous sectors, e.g. trade, communal and 
municipal services, education, health, and some others, which are 
vitally important for finding comprehensive solutions to socio-eco- 
nomic problems, are managed by Union-republican ministries. 
Each sector is simultaneously administered by a Union ministry 
located in Moscow and a republican ministry in the capital of a 
given Union republic; the latter works under the republican 
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Council of Ministers and the appropriate Union ministry in 
Moscow. 

Under socialism, the concrete structure of management, i.e. 
the mechanism for co-ordinating sectoral and territorial develop- 
ment, may vary, but the principle itself of the integration of 
these two approaches remains the stable foundation of planned 
management. In practice, quite a number of complicated is- 
sues arise in co-ordinating the two approaches, and consistent 
and steady adherence to the principle of an integral sectoral 
and territorial approach is both a means and a guarantee that 
these problems will be solved correctly and effectively. 

In the complex Soviet economic system, no single question can 
be solved successfully if it is tackled in isolation. Therefore, con- 
sistent observance of the principle of a comprehensive approach 
towards management is required, implying the need to solve in a 
co-ordinated and correlated manner a whole array of problems, 
involving development of research, capital construction, establish- 
ment of related industries, supply of raw materials, training 
of personnel, and various social issues. Planned management of 
the economy and the existence of a single “master” create the 
most favourable conditions for comprehensively solving both 
major and minor issues. Naturally, these conditions are not 
brought about automatically, since putting a comprehensive ap- 
proach into practice presupposes sound scientific substantiation 
of managerial decisions and high level management skills. 

The requirement for a comprehensive approach also embraces 
managerial activities themselves, and consists in the need for 
co-ordinated planning, organisation, economic incentives, price- 
formation and material and technical supplies. This approach char- 
acterises recent Soviet efforts to improve the system of planned 
management and the entire economic mechanism. The work 
involves making suggestions for improving all the sections of the 
integral system of planned management. The 25th Congress of 
the Soviet Communist Party noted: “Today, when we have ac- 
cumulated considerable experience and when the directions of 
our forward move have been more clearly delineated, we can 
and must accelerate the restructuring of the economic mecha- 
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nism. That is the general task. In order to cope with it we shall 
have to chart and put into effect an integrated system of meas- 
ures embracing the basic aspects of economic management.”* 

Decisive trends may always be distinguished for any given 
stage of economic development. Overall success is achieved by 
distinguishing such trends and concentrating major efforts on 
their fulfilment. This involves yet another principle of planned 
management, the principle of the leading section, which assumes 
that the main issues of economic development and trends discov- 
ering priority in allocation of effort and resources should be 
predetermined. Not only cardinal problems of economic strategy, 
but also relatively minor issues that emerge in a given year or 
within a relatively narrow sphere may be marked as leading or 
priority sections. There may in fact be several such sections. 
From the viewpoint of modern economic strategy, the principal 
or leading section brings about improvement in production ef- 
ficiency and quality of products. 

A distinctive feature of the above principles is that they os- 
tensibly involve such opposite requirements as consolidation of 
centralism and expansion of the self-sufficiency of local units; 
sectoral and territorial approaches; comprehensive measures and 
distinction of leading or priority sections. 

What then are the principal and secondary elements of each 
of the principles? The theory and practice of socialist manage- 
ment regards such a simplified formulation of the question as 
essentially erroneous. The system of planned management of 
the socialist economy assumes these principles to be in dialectical 
unity and excludes the possibility of contrasting them or classi- 
fying them as principal and secondary. This system is impossible 
without centralised guidance and development of initiative in 
labour collectives, without a sectoral technological policy and 
comprehensive socio-economic development in individual terri- 
tories. This shows the comprehensive and systems character of 
planned management under socialism, where managerial prin- 


* Documents and Resolutions. XXVth Congress of the CPSU, 
p. 70, 
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ciples are realised through the organisational framework, which, 
as mentioned above, improves with changes in the managed unit. 
Beginning in 1973, the USSR has been implementing a series of 
measures for improving the quality of management organisation: 
enlarging the primary stage of social production, eliminating 
numerous management levels to draw management closer to 
production and forming a management system for economic 
complexes. 

The national economy is managed by the USSR State Plan- 
ning Committee and other functional bodies such as the State 
Committee for Prices, the Ministry of Finance, the State Bank 
of the USSR, the All-Union Capital Investment Bank (Con- 
struction Bank of the USSR), the State Committee for Science 
and Technology, the State Committee for Labour and Social 
Problems, and other state committees and specialised ministries. 
As I have already mentioned, the state committees and ministries 
may be either Union or Union-republican bodies, all of which 
are constantly involved in solving the major issues of social and 
economic development. 

Sectoral management is most dynamic in character. Its re- 
structuring is carried out in a balanced manner on the basis of 
the General Schemes approved by the Council of Ministers of 
the USSR. According to these schemes at the primary (and bas- 
ic) level large industrial amalgamations are being set up in place 
of the separate and, sometimes, small factories. It is a qualitatively 
new development in socialist industry. Industrial amalgamations 
are not formed by simply merging individual enterprises: they 
represent an integral industrial complex, in which science and 
industry are organically fused and specialisation and co-operation 
extensively developed. 

When necessary, amalgamations comprising research institutions 
and industrial enterprises are set up, the leading or integrating 
institution in such cases being the research institution, not the 
industrial enterprise. At present, these are 3,300 industrial and 
research and industrial amalgamations in the USSR; the latter 
manufacture 40 per cent of all industrial products and employ 
over 20 per cent of Soviet industrial workers (see Table 20). 
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Table 20 
Industrial and Research and Industrial Amalgamations in the USSR 


Share of amalgamations, per cent 


Wha Sey of 

AAI EA MIL) ois in production in labour force 
1970 608 6.7 6.2 
1973 1,425 14.5 16.5 
1976 3,342 40.5 20.9 


The establishment of such large complexes, which sometimes 
employ from 50,000 to 100,000 workers, permits improvement 
in management by eliminating its multilevel structure. Some in- 
dustries, for example the auto industry with its large amalga- 
mations in Moscow, Togliatti, Gorky and Minsk, are managed 
on a two-level basis, which includes a specialised ministry and 
an industrial amalgamation. 

In most cases, however, management involves a_ three-level 
system, the intermediate level being Union or republican indus- 
trial amalgamations operating on a self-supporting basis, i.e. 
with account for profitableness and self-repayment (for details, 
see Paragraph 4). In this case, the framework of sectoral mana- 


gements is as follows: 


industrial 


Industrial amalgamations (individual enterprises ) 


Diagram of three-level management of industries in the USSR 
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Each level is given specific rights and responsibilities, deter- 
mined on the premise that distribution of information at different 
managerial levels is essentially non-uniform, and hence every de- 
cision should be taken by the body (link) with the largest amount 
of specific information and which, therefore, can make the most 
competent decision. 

To explain what I mean, let’s take a man standing in a field. 
He can readily see the near-by objects—the shrubs, the river’s 
bank and the hillock. But he cannot see more remote objects— 
where the river is flowing or the features beyond the hillock. 
From a helicopter he could get a better view of the river and the 
surrounding landscape. On the other hand, objects which he 
saw well when standing in the field would gradually lose distinct- 
ness and finally disappear completely from his field of vision. 

Something similar happens with distribution of information at 
various levels of economic management. This, for one thing, proves 
both the necessity of centralised management (for solving and 
co-ordinating common problems) and the impossibility of its 
embracing all the multiplicity of economic ties and problems. 

An important contemporary trend for improving management 
involves setting up bodies to administer large economic complexes, 
(e.g. fuel and energy, farming and industrial, transport and 
others) as well as territorial industrial complexes. Economists are 
presently seeking the most rational systems and solutions in this 
field. 


4. ECONOMIC LEVERS AND INCENTIVES 


Economic management involves not only material resources 
and production processes, but administration of people, and is, 
therefore, directly connected with work motivations. People’s 
actions are guided by considerations of duty, law, morals and, 
naturally, by material interests, especially as regards economic 
activity. 

Hence, a major issue in planned management is co-ordinating 
these interests with social production, influencing them so that 
they equally serve society, working groups and individual work- 
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ers. This can be achieved with the aid of economic levers and 
incentives, the component elements of planned management. 
As I have already stated above, the Constitution of the USSR 
provides for active use in management of economic accounting, 
profit, prime cost, and other economic levers and incentives. 

Although Marxism regards economic interests as powerful 
work incentives, it does not consider them as innate and im- 
mutable. The existing social system, the character of ownership 
of the means of production and the individual’s position in so- 
ciety determine the content and orientation of individual, social 
group and class interests. Under capitalism, the content and 
orientation of the interests of the factory worker, small trades- 
man and big businessman will always be opposed, even if all 
three lived at the same time and place. 

Under socialism, however, there is no place for antagonistic 
economic interests, and the happiness of some is not built on the 
misfortunes of others. Hence, under socialism various economic 
interests are unidirectional, albeit there are still essential spe- 
cific differences. In the USSR, everybody has a stake in na- 
tional prosperity and growth of social wealth. At the same time, 
every individual has his personal, professional and group in- 
terests. 

A major and increasingly difficult problem in planned man- 
agement is directing all these interests towards a common goal 
and making social interests profitable to every individual and 
group. This is resolved by the entire system of planned manage- 
ment, specifically by using economic levers and incentives. 

Comprehensive use of these incentives is achieved on the ba- 
sis of self-support, a major method of socialist management, 
which also takes into consideration profit, prime cost and other 
economic levers, e.g. prices, credits, bonuses, and so on. 

Self-support appeared historically during the first years of 
Soviet government, as a method of planned management of 
enterprises and trusts through active use of economic levers. 
Lenin, who validated it as a method of socialist management, 
said that “trusts and factories have been founded on a self-sup- 
porting basis precisely in order that they themselves should be 
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responsible and, moreover, fully responsible, for their enterprises 
working without a deficit”.* 

The essence of management on a self-supporting basis con- 
sists in the fact that the state provides every enterprise or in- 
dustrial amalgamation with labour and all basic and working re- 
sources, e.g. buildings, equipment, raw materials and funds, while 
still remaining the owner of these resources. Planning agencies 
determine the production programme and prices for a given 
enterprise or amalgamation, and workers must use the allocated 
resources most efficiently and rationally. Economic levers are 
designed to stimulate this, by making the enterprise or amalga- 
mation interested in higher efficiency, encouraging them to ra- 
tionally utilise resources, while making them bear responsibility 
(on pain of sanctions) for ineffective management. The unity of 
interests and responsibilities is a distinctive feature of manage- 
ment on a self-supporting basis, and is instrumental in making 
such social interests as raising production efficiency profitable to 
every collective. 

Self-repayment is a very important and distinctive feature of 
the self-support principle. The industrial enterprise compensates 
all production costs by returns through sales of products, and 
the resultant profit is calculated only after that. This can be 
expressed by the following formula: 


I>c 


where I is the income of the enterprise (receipts from sales) and 
C—prime cost. 

The difference between income and costs (or, if we were to 
speak of each individual commodity, between price and prime 
cost) results in profit. Let us now consider prime cost, price 
and profit separately. 

Prime cost includes the total production cost, involving con- 
sumption of materials, raw materials and fuel, depreciation of 
buildings and facilities, wages and overhead expenditures. Table 
21 provides a clear picture of prime cost. 


* V. I. Lenin, Collected Works, Vol. 35, p. 546. 
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Table 21 
Production Costs in Soviet Industry in 1976 (per cent) 


Raw materials and basic materials... ......... °&«2£63.2 
Auxiliary materials .......... 4.3 
Buel! ics bag See eM ara eS ati aeae fe MS peace te cae 3.6 
BOOB eat tate wares. Ge Ri 2 Ss ich, ieee M6 2.9 
Depreciation ... aries Sy Pgs Te Chey gs ck ey, dey Fe 6.7 
Wages and social insurance»... 15.0 
Other expenses... 2... ee ee 4.7 


TOTAL. ... 100.0 


Improved production efficiency shows up in lower production 
costs (prime costs) for manufacturing an equal amount of com- 
modities. Socialist society, the owner of the means of production 
and of all resulting products, is vitally concerned about this. The 
self-support principle gives every enterprise a stake in lowering 
prime costs, since lower prime costs result in higher profits and 
corresponding rewards. 

The Soviet state establishes price levels in a centralised manner 
and thereby excludes profit growths gained through raising prices 
instead of actually lowering production costs. Naturally, prices 
are also an active economic lever for stimulating output of high- 
quality products which are in greater demand, or of new prod- 
ucts utilising the latest achievements in science and engineering 
(for details see Paragraph 1). 

Profit is the difference between price and prime cost and_ is 
the basis for rewarding an enterprise or amalgamation operating 
on a self-supporting basis. Although the term “profit” exists 
both in capitalist and socialist economy, the two systems use it 
in an entirely different sense, since “profit” is not always the 
same in character. Rather, it is always just one economic 
element of a given social system. 

The nature of profit depends on the economic system and 
character of ownership. Under socialism, when there are no 
exploiters, profits are used in the interests of the whole of society, 
as part of a single systematic process through which the national 
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income is accumulated, distributed and spent. At socialist enter- 
prises, profit is a major source of state budget returns, and _ its 
growth directly meets the interests of society and the individual, 
since all state budget funds are used in developing education and 
health, paying pensions and allowances, and financing housing 
construction and expanding production. 

The workers of a socialist enterprise also have a direct interest 
in higher profits, and this is an important incentive for self- 
supporting management. Part of the profit remains in the hands 
of the enterprise or industrial amalgamation and is used for 
paying bonuses, carrying out social and cultural measures and 
expanding and improving production. To that end all enterprises 
managed on a self-supporting basis set up three special-purpose 
funds with their profits, namely: 1) for material rewards, 2) for 
social and cultural measures and housing construction and 3) 
for developing production. The latter, in addition to profits, also 
includes part of fixed capital amortisation and returns from sales 
of discarded equipment. 

The first two funds were discussed in Chapter Three, Paragraph 
1. The purpose of the fund for developing production is to 
streamline equipment, enlarge facilities and finance upgrading 
the quality of products. 

Apart from these three funds, which in the USSR are termed 
“economic stimulation funds,” part of the profits remain in 
the hands of enterprises to finance state-planned capital in- 
vestments and for other purposes, e.g. maintaining existing hous- 
ing resources, and so on. In 1976, 59 per cent of all profits 
received by industrial enterprises were assigned to the budget 
and 41 per cent remained at their disposal. At present the part 
of the profits retained by industrial enterprises is much greater 
than 10-12 years ago. It should be remembered that total re- 
sources at their disposal have grown ever more, since aggregate 
profit of industrial enterprises has increased from 22.5 thousand 
million roubles in 1965 to 64.8 thousand million roubles in 1976. 

Another important element of self-supporting management 
and economic incentives is profitableness. Actually, profit in 
itself does not sufficiently characterise production efficiency, since 
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assessment of efficiency involves comparison of results with pro- 
duction costs or resources, and profit shows only the results. 
Hence, the index of profitableness is used for assessing manage- 
ment efficiency at individual enterprises and industrial amalga- 
mations. Profitableness is the ratio of profit to the cost of basic 
and circulating funds. Profit per se may be expressed as the 
difference between the price and prime cost of one product mul- 
tiplied by the total number of manufactured products: 


pr — Pr— 9 XP) 100%, 


where P' is the rate of profitableness; Pr—the price; C-—the 
prime cost; P—the number of given products; and F—the basic 
and circulating funds. 


1965 1976 


[J assigned to state budget 


Wj —at disposal of enterprises 


Distribution of profits at industrial enterprises (per cent) 


The above formula shows that the level of profitableness is 
directly proportional to the amount of manufactured products, 
and also to the difference between price and prime cost, i.e. to 
the money saved on production. If prices take quality and con- 
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sumer demand into account, the growth of profitableness would 
be directly proportional to the growth of these indices. Both so- 
ciety and the individual are directly involved in this. At the same 
time, the level of profitableness would rise with less use of social 
resources (funds). Thus profitableness characterises the effi- 
cient utilisation of basic funds and raw materials, the main 
objects of socialist ownership of the means of production. 

In addition to profitableness, there are also other levers and 
incentives for increasing efficient utilisation of labour, material 
and financial resources. Rational use of labour is stimulated pri- 
marily through making wages dependent on increased produc- 
tivity. In the previous chapter, I have already discussed various 
incentives, and payment for funds is yet another economic lever 
for encouraging efficient utilisation of basic and circulating funds. 
Depending on the industry, every enterprise or amalgamation as- 
signs (from its profit) to the budget as “payment for funds” 
3-6 per cent of the total value of these funds. The more social 
resources the enterprise or amalgamation uses, the smaller the 
profit that remains. This is a very strong lever for influencing 
management efficiency. 

The same is true of interest on credits that a given enterprise 
or amalgamation pays to the state, depending on the sum and 
repayment terms. This is geared towards ensuring rational and 
efficient use of social finances. Only those enterprises receive 
credit which use it very efficiently and guarantee prompt repay- 
ment. 

Management on a self-supporting basis is developing actively 
in enterprises and amalgamations, and is being used to organise 
the activities of workshops and teams. Very positive results were 
obtained in self-supporting management of construction teams. 
The initiator was Nikolai Zlobin, leader of a construction team 
from Moscow Region. According to his method, the team signs 
a contract with a construction trust for completing the whole 
cycle, say, a residential building, and is rewarded only after it had 
submitted the building for approval. In this case work quality, 
saving material resources and construction rates are all taken into 
account. The team contract method is widely used not only in the 
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USSR, but in other socialist countries, the German Democratic 
Republic, for instance. 

Team self-supporting management has revealed two obvious 
tendencies: orientation towards final economic results and in- 
creased activity by workers. Under developed socialism, these 
trends characterise the development of both self-supporting 
management and the entire system of planned economy. 


5. DEMOCRATISM OF PLANNED MANAGEMENT 


In the Soviet economy, the democratic nature of planned man- 
agement springs from the very nature of the socialist system. 
Social ownership makes all working people full and equal pro- 
prietors of the national wealth. The individual’s new status 
changes his outlook and behaviour; he becomes concerned about 
maintaining and increasing public wealth, and genuinely inter- 
ested in improving management. This is the reason for the ac- 
tive and constantly growing participation of the masses in so- 
cialist management. Marxism regards participation in manage- 
ment of the economy—the main sphere of human activity—as 
the principal criterion of true democracy. Lenin wrote that under 
socialism “for the first time in the history of civilised society, 
the mass of the population will rise to taking an independent 
part, not only in voting and elections, but also in the everyday 
administration of the state”.* 

The forms and methods of mass participation in management 
are constantly being developed and enriched, and the basic trend 
is to expand and deepen democratic principles. The changes 
which have taken place in recent decades were legislatively se- 
cured in the new Constitution of the USSR. 

“Article 48, Citizens of the USSR have the right to take part 
in the management and administration of state and public 
affairs and in the discussion and adoption of laws and measures 
of all-Union and local significance. 


* V. I. Lenin, Collected Works, Vol. 25, pp. 492-93. 
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“The right is ensured by the opportunity to vote and to be 
elected to Soviets of People’s Deputies and other elective state 
bodies, to take part in nationwide discussions and referendums, in 
people’s control, in the work of state bodies, public organisa- 
tions, and local community groups, and in meetings at places of 
work or residence.” 

Like all the other articles dealing with the rights of Soviet citi- 
zens, Article 48 not only proclaims the major right to a democ- 
ratic system of administration, but distinctly formulates real 
guarantees. Article 49 also establishes the right of every citizen 
of the USSR to submit proposals to state bodies and public or- 
ganisations for improving their activity, and to criticise shortcom- 
ings in their work. At the same time, it says that officials are 
obliged, within established time limits, to examine citizens’ pro- 
posals and requests, to reply to them and to take appropriate 
action, 

In accordance with the principles of Soviet democracy, the 
greatest rights in economic management belong to labour collec- 
tives and every individual worker. Virtually all aspects of manage- 
ment are within the competence of the collective, and its rights 
occupy a central place in the Constitution of the USSR. 

“Article 8. Work collectives take part in discussing and deciding 
state and public affairs, in planning production and social deve- 
lopment, in training and placing personnel, and in discussing and 
deciding matters pertaining to the management of enterprises and 
institutions, the improvement of working and living conditions, 
and the use of funds allocated both for developing production 
and for social and cultural purposes and financial incentives.” 

The Soviet people take part in administering economic and 
social processes both directly and through various forms of re- 
presentative democracy. Two million two hundred thousand ci- 
tizens are elected to supreme, republican and local Soviets of 
People’s Deputies, the membership of which is constantly being 
renewed, so that millions of people gain experience in adminis- 
tering state affairs. Moreover, almost thirty million people, or 
25 per cent of the population, are always active on various 
legislative commissions, conferences, and so on. This shows that 
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not just a few professional legislators, but an overwhelming 
majority of the population are active in the Soviets of People’s 
Deputies, the political foundation of the USSR. 

A very characteristic feature is the membership of the Soviets. 
Over half the deputies to the Supreme Soviet, the top legislative 


body of the USSR, are workers and collective farmers (see Ta- 
ble 22). 


Table 22 
Composition of the Supreme Soviet of the USSR 
Groups of deputies by profession ee Percentage 
Workers ... a ee ee ees 498 32.8 
Collective farmers . Par : 271 17.9 
Managers of enterprises and specialists . 77 5.4 
State, party, trade union and YCI* 
employees BME, the Sanh ala te vad 473 31.2 
Scientists, cultural workers, teachers 
and university instructors, medical 
people, and journalists. ....... 142 9.3 
Servicemen ... 1... ee ee ae 56 3.7 
TOPAD eee on 1,517 100.0 


* Young Communist League.—Tr. 


Bodies for administering control play an important role in the 
democratic organisation of Soviet society. According to the Consti- 
tution of the USSR, they exercise control over the fulfilment 
of economic plans and assignments, and take measures against 
violations of state discipline, against foot-dragging, mis- 
management, waste, procrastination and red-tape, and also 
promote better functioning of the state machinery. In their 
work these bodies rely on broad participation of the people. The 
elected popular control bodies have nine million workers, collec- 
tive farmers and intellectuals who combine these activities with 
their main profession. 
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Article 7 of the Constitution of the USSR stipulates that trade 
unions, the All-Union Leninist Young Communist League, co- 
operatives, and other public organisations, participate, in accord- 
ance with the aims laid down in their rules, in managing state 
and public affairs and in deciding political, economic, social and 
cultural matters. 

Trade unions are the largest public organisation in the USSR. 
In 1977 their membership equalled 113.5 million. All trade 
union members participate personally and through elected bodies 
in discussing and, more importantly, in deciding the major is- 
sues of production, management and social development. Elec- 
tions to trade union bodies take place annually, and in 1977 
over seven million people were elected. 

In addition to representative forms of democracy, Soviet 
people participate directly in economic management, in discuss- 
ing and deciding state and social issues at workers’ meetings, 
standing conferences at factories, plants and collective and state 
farms, through the press, and other channels. 

Socialist emulation is one form of mass participation in ma- 
nagement characteristic only of socialism. Communist subbotniks 
(subbota is the Russian for Saturday; subbotnik denotes labour 
freely given to the state on days off—-T'r.) were the initial form 
of socialist emulation; they started in the spring of 1919, when 
the young Soviet Republic was repulsing the onslaught of foreign 
interventionists. On Saturday night, April 12, 1919, Communists 
at the depot of the Moscow Sorting Yard, Moscow-Kazan Rail- 
way, together with non-affiliated sympathisers, worked unpaid for 
ten hours to repair several steam-engines. At that time Lenin 
already saw in this movement a great initiative to which he de- 
voted an article entitled ‘““A Great Beginning”, a laconic name 
with very profound meaning.* 

The great beginning spread all over the country. Communist 
subbotniks were later conducted to restore the economy during 
the post-Civil War years, during the period of industrialisation of 
the USSR, the grave years of the Second World War, the 


* See V. I. Lenin, Collected Works, Vol. 29, pp. 411-34. 
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postwar period of economic recovery and the postwar five-year 
plans. 

It has become an annual tradition to conduct national commu- 
nist subbotniks on the Saturday immediately preceding Lenin’s 
birthdays (April 22). On that day people do their best work 
and attain the highest labour productivity. School-children, pen- 
sioners, servicemen, housewives, students and writers—virtually 
the entire able-bodied population of the USSR—take part. In 
1977, 144 million people participated in what is indeed a day of 
national shock work, a day of conscious communist labour guided 
by the supreme ideals of common welfare. 

The first communist subbotniks bore the seeds of socialist 
emulation. In the course of socialist construction, its forms con- 
stantly improved and its role in the life of the country grew. No 
matter what its forms, socialist emulation brings about actual 
participation in implementing economic plans, and is, therefore, 
a way for the masses to show their creative activity and initia- 
tive; it is indeed a practical form of management. Management 
and emulation pursue the same goal of bettering production ef- 
ficiency and labour productivity in order to provide fuller satis- 
faction of social needs. The spirit of both competition and mu- 
tual assistance is organically inherent in socialist emulation, and 
these qualities do not exclude but presuppose each other. Emula- 
tion is conducted among individual workers, teams, enterprises 
and towns, and each wants to accomplish the best results 
and win. 

Socialism does not weaken, but strengthens, the spirit of emu- 
lation inherent in the very nature of collective labour; it fills 
emulation with new content and expresses the new character of 
labour free from exploitation. Socialist emulation is a motive 
force in developing socialist society. Under developed socialism 
in the USSR, socialist emulation has permeated all spheres of 
work and social practice, to become an organic feature of the 
Soviet way of life. 

All the characteristics of honest and open competition are re- 
vealed in socialist emulation, and individual labour techniques 
are shared by all members of society. No one has any secrets, 
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and people will always lend a helping hand. Under such condi- 
tions, when everyone is ready to help and share his experience, 
emulation acquires its true, genuinely human significance, and 
victory is regarded by workers with special pride. because it was 
achieved by real skill. 

A powerful work incentive and a constant impulse to socialist 
emulation are public recognition of labour achievements. Win- 
ners are surrounded with respect and their portraits are put up 
in prominent places. Every enterprise, collective farm and town 
has boards of honour bearing the names of individual winners and 
the best enterprises, and a Soviet National Board of Honour is 
set up in the central square of the USSR Exhibition of Economic 
Achievements in Moscow. 

Socialist emulation eliminates animosity, distrust and envy, 
and strengthens the spirit of friendship, comradeship and mutual 
assistance. Today, this is no longer a distant dream, but the daily 
experience of the Soviet way of life. In 1977, 97.5 million Soviet 
people took part in various forms of individual and team emula- 
tion. Broad-scale development of socialist emulation is clear evi- 
dence of the democratic nature of the Soviet system and an in- 
dication of the people’s active participation in the building of 
communist society. 


Our discussion of the economic system of socialism is drawing 
to a close. In conclusion, I would like to emphasise that over the 
years of its existence the Soviet economy has achieved tre- 
mendous historic successes which one can neither ignore nor 
forget. 

Today, the Soviet economy, the economy of developed social- 
ism, is undergoing profound qualitative changes, aimed at im- 
proving production efficiency and the quality of products and 
solving large-scale socio-economic problems. 

Many people from abroad can now come to the Soviet Union 
to learn the truth and personally see our economic achievements 
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and peaceful aspirations. My purpose was to acquaint the reader 
with the USSR through its economy. I tried to explain the sys- 
tem’s characteristic and distinctive features and also the princi- 
ples of its structure and operation. My other objective was to com- 
ment upon the content of the new Constitution of the USSR 
which has legislatively formalised and made secure the historic 
gains of developed socialism. 
Let the reader judge how well I have done my job. 
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